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IDT Corporation

520 Broad Sireet
Legal Department Newark, NJ 07102 USA

P O73 438/3342
F 973 438/1455
www.idt.net

August 22, 2003
REGEVED

William Bullard, Executive Director AUG 2'5 7003

South Dakota Public Utilities Commission SOUTH DAKCTA PUBLIC
500 E. Capitol UTILITIES COMMISSION
State Capitol Building, 137 Floor

Pierre, South Dakota 57501

VIA OVERNIGHT MAIL

Re: Application for Certificate of Authority

Dear Mr. Bullard:

Enclosed for filing on behalf of IDT, Corp. (“IDT”) are an original and ten (10)
copies of IDT’s application for a Certificate of Authority to provide facilities-based and
resold local exchange telecommunications service in the State of South Dakota. IDT
previously received authority to provide intrastate interexchange telecommunications
service in Docket TC00-168 (January 12, 2001). Also enclosed, please find a check for
$250.00 made payable to the South Dakota Public Utilities Commission, to cover the
Commission’s filing fee.

Please date-stamp the enclosed extra copy of this letter and return it in the self-
addressed, stamped envelope provided herein.

Should you have any questions concerning this filing, please do not hesitate to
contact me at (973) 438-4854.

Respectfully submitted,

Oed Wetf (32del.

Carl Wolf Billek
IDT America, Corp.

Enclosure M(é %Z/ W
)50



1C05-168

BEFORE THE
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION

REGEIVED

Application of ‘
| AUG 2% 2003
IDT AMERICA, CORP. SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION
For a Certificate of Authority to Docket No.

Provide Facilities-based and Resold Local
Exchange Telecommunications Services
Within the State of South Dakota

PETITION FOR CERTIFICATE OF AUTHORITY

IDT America, Corp. (“IDT” or “Petitioner”), by its undersigned counsel, hereby submits
its Petition for a Certificate of Authority to provide facilities-based and resold local exchange
telecommunications services pursuant to Section 20:10:32:03 et seq. of the South Dakota
Administrative Code.

In support thereof, IDT provides the following information:

1. The legal name of the Petitioner is IDT America, Corp. IDT maintains its
principal place of business at:

IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111
Telephone: (973) 438-1000
Facsimile: (973) 438-1455
Carl.Billek@corp.idt.net

Applicant is a New Jersey corporation.
2. Applicant’s Officers and Directors are as follows:
Officers

Howard Jonas, Chief Executive Officer and Treasurer
James A. Courter, President

Joyce J. Mason, Secretary

Stephen R. Brown, Chief Financial Officer

Doug Mauro, Senior Vice President



4a.

4b.

4c.

4d.

Directors

Howard Jonas, Chairman
James A. Courter
Marc Knoller

All of the above are located at:

520 Broad Street
Newark, New Jersey 07102-3111

Applicant will provide local exchange service under the name IDT America,
Corp.

Applicant does not maintain an office in South Dakota. The name and address of
Applicant’s registered agent is:

CT Corporation System
319 South Coteau Street
Pierre, South Dakota 57501
Telephone: (605) 224-5826

IDT is a wholly owned subsidiary of IDT Domestic Telecom, Inc. IDT Domestic
Telecom, Inc., a Delaware corporation, is a wholly owned subsidiary of IDT
Telecom, Inc. IDT Telecom, Inc., a Delaware corporation, is a wholly owned
subsidiary of IDT Corporation, a Delaware corporation that is publicly traded on
the New York Stock Exchange. Mr. Howard Jonas is the only individual or entity
that holds more than 20% of IDT Corporation.

Applicant is a New Jersey corporation. It was incorporated on June 24, 1994. A
copy of IDT’s Certificate of Incorporation is attached hereto as Exhibit 1.

IDT’s Certificate of Qualification to Transact Business in South Dakota is
attached hereto as Exhibit 2.

IDT has provided intrastate, interexchange toll service in South Dakota since
2001. Applicant and/or its parent and affiliates have provided telecommunications
services since approximately 1990. Applicant’s parent, IDT Corporation, holds a
Section 214 license from the Federal Communications Commission, dated IDT-
214-19970303-00132 (March 12, 1997).

Applicant is an affiliate of Entrix Telecom, Inc., Winstar Communications, LLC,
Winstar Holdings, LLC, Winstar Government Solutions, Winstar Equipment,
LLC, Winstar Spectrum, LLC and IDT Advanced Communication Services, LLC.
Applicant is a subsidiary of IDT Domestic Telecom, Inc., IDT Telecom, Inc. and
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7b.

7c.

7d.

Oa.

9b.

10.

11a.

11b.

12a.

12b.

IDT Corporation. All of the aforementioned entities are located at:

520 Broad Street
Newark, New Jersey 07102-3111

Applicant intends to serve small business customers and residential customers.

Applicant intends to provide service via unbundled network elements and resale
within three months of the Commission’s approval of Applicant’s Application,
Interconnection Agreement and Tariff.

Applicant intends to provide service via the unbundled network element platform
of the incumbent local exchange carrier.

IDT sees authority to provide competitive local exchange service.

Applicant seeks authority to provide service statewide, except for those areas
deemed “rural” and those areas of the state that are not open to competition.

An overview of Applicant’s management is provided at Exhibit 3.

Applicant presently maintains Customer Service Staff in the United States (in
multiple time zones) and abroad. Applicant is aware of the Customer Service
requirements of the Commission and its Staff is equipped to act in accordance
with those requirements, just as it has as a certificated interexchange service
provider. Applicant will contract with established, licensed, experienced entities
to provide facility and equipment maintenance, to the degree such maintenance is
necessary.

Applicant will provide its subscribers with access to emergency services such as
911 or enhanced 911, operator services, interexchange services, directory
assistance and telecommunications relay services by contracting qualified entities,
such as the incumbent local exchange carrier, to provide such services.

A copy of the most recent financial statement of Applicant’s parent, IDT
Corporation, is provided at Exhibit 4.

Applicant is not a public corporation, however, its parent, IDT Corporation is a
public company. A copy of IDT Corporation’s most recent Annual Report is
enclosed at Exhibit 5.

Presently, IDT intends to interconnect with Qwest Communications International,
Inc. IDT may seek to interconnect with additional local exchange service

providers as market conditions warrant.

Applicant intends to opt in to an existing interconnection agreement with Qwest.
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13.

14.

15.

16.

17.

18.

Applicant 1s presently reviewing available agreements and intends to opt into an
agreement within one month of the Commission’s grant of this Application.

Applicant has not submitted a request for interconnection to any local exchange
carrier as of the date of this Application.

Because Applicant has not yet entered into an interconnection agreement, it
requests a waiver of the requirement to submit a Tariff for its local exchange
services with this Application. Applicant requests permission to file its Tariff at a
later date. Applicant understands that, even upon the grant of this Application, it
may not offer local exchange until the Commission approves its Tariff.

Because Applicant seeks a waiver of 20:10:32:03(13) of the South Dakota
Administrative Code, it accordingly seeks a waiver of 20:10:32:03(14) of the
South Dakota Administrative Code as well.

Applicant intends to market its local exchange services primarily through print,
television and radio. Applicant does not intend to engage in multilevel
marketing. Applicant has not yet produced any company brochures to assist in
the sale of its local exchange services.

Applicant does not seek authority to provide local exchange service in the service
area of a rural telephone company.

Applicant is registered to provide intrastate, interexchange service in all fifty (50)
states. Applicant is also registered to provide local exchange service in the
following states: Alabama, California, Colorado, Delaware, District of Columbia,
Florida, Georgia, [llinois, Indiana, Kentucky, Maine, Maryland, Massachusetts,
Michigan, Nevada, New Hampshire, New Jersey, New York, North Carolina,
Pennsylvania, Rhode Island, South Carolina, Texas, Vermont, Virginia,
Washington, West Virginia and Wisconsin. Applicant is in good standing in all
states.

Questions regarding regulatory matters, including this Application, should be
addressed to:

Carl Wolf Billek, Associate General Cournsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-4854 (Telephone)

(973) 438-1455 (Facsimile)
Carl.Billek@corp.idt.net (Email)

Questions regarding consumer complaints should be addressed to:
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20.

21.

22.

23.

24,

Anthony Acevedo, Customer Service Specialist
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-4827 (Telephone)

(973) 438-1455 (Facsimile)
Anthony.Acevedo(@corp.idt.net (Email)

Applicant will bill its subscribers directly. Applicant will not use a third party for
billing.

Applicant’s procedures to solicit and secure the authorization of customers that
switch their service provider to IDT are fully compliant with all applicable federal
and state laws. It is Applicant’s belief that continued adherence to applicable
rules shall ensure continued compliance.

For the most recent six-month period for which such information is available, IDT
reported 60 occasions of unauthorized switching of a customer’s
telecommunications provider and no instances of charging customers for services
that have not been ordered. ~While IDT considers even one instance of
unauthorized switching of a customer’s telecommunications provider to be one
too many, IDT considers this number, when compared against its total number of
subscribers (approximately 600,000, or one-one hundredth of one percent) to
demonstrate the effectiveness of its procedures. Moreover, this number was
considerably higher than the previous period - 25 - due problems incurred as a
result of IDT switching its underlying service provider. These problems have
been resolved and will not be present in IDT’s local exchange service. Applicant
has never been fined or otherwise sanctioned by a regulatory agency for an
unauthorized switching of a customer’s telecommunications provider.

For the reasons stated above in (13) and (14), Applicant requests a waiver of
20:10:32:03(13) and (14) of the South Dakota Administrative Code.

Applicant’s Federal Tax Number 1s 22-3312697.

Applicant will provide any additional information upon the request of the
Commission.



WHEREFORE, IDT America, Corp. requests that the South Dakota Public Utilities
Commission grant the requested authority to provide facilities-based and resold local exchange
telecommunications services in the State of South Dakota.

Dated: August 22, 2003

Respectfully submltted MM

Carl Wolf Bﬂlek

IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111
Telephone: (973) 438-4854
Facsimile: (973) 438-1455
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EXHIBIT 1 - CERTIFICATE OF INCORPORATION
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STATE OF NEW JERSEY
DEPARTMENT OF TREASURY
FILING CERTIFICATION (CERTIEIED COPY)

IDT AMERICA, CORP.

I, the Treasurer of the State of New fersey,
do hereby certify, that the above named business
did file and record in this department the below
listed document(s) and that the foregoing is a
true copy of the
certificate of incorporation
as the same is taken from and compared with the
original(s) filed in this office on the date set
forth on each instrument and now remaining on file
and of record in my office.

IN TESTIMONY WHEREOF, 1 have
hereunto set my hand and
affixed my Official Senl
at Trenton, this

13th day of October, 2000

Roland M Machold
Treasurer
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Sent By: HP Laserdet 3100; 5475613;

Oct-31-00 12:47PW; Page 3/4

_Deborah Jonas, 3220 Arlington Avenue, Riverdale, NY 10463 .

Joyce J. Mason, 170 W. 23rd Btrest, New York, N 10011 -

EIGETET The period of existence of this corporation ia
unlimited, ’

HNINTH: A director shall not be peraonnli& liable to the
corporation or its sharenolders i'.;ur damages for
breach of any duty owed to the c&rporution or ite
shareholders; sxcept that this p%oviaion shall not
relieve a divector from liabiliti for any breach of
duty based upon an act or onissién (a) in breach of
euch parson's duty of loyalty toéthe corporation or
its shareholders, (b) not in goc@ faith or involving
8 knowing violation of law or (ci resulting in
raceipt by such parson of an impi-cpar personal
banafit. :

IN WITWEAS WHERZOF, the undersigned incorporater has hersunto

’

qay noorporator
3220 Arlinggon Avenue
Riverdale,“NY 10463




EXHIBIT 2 — CERTIFICATE TO TRANSACT BUSINESS IN SOUTH DAKOTA



OFFICE OF THE SECRETARY OF STATE

CERTIFICATE OF AUTHORITY

I, JOYCE HAZELTINE, Secretary of State of the State
of South Dakota, hereby certify that the Application for
a Certificate of Authority of IDT AMERICA, CORP. (NJ) to
transact business in this state duly signed and verified
pursuant to the provisions of the South Dakota
Corporation Acts, have been received in this office and
are found to conform. to law.

ACCORDINGLY and by virtue of the authority vested in
me by law, I hereby issue this Certificate of Authority
and attach hereto a duplicate of the application to
transact business in this state under the name of IDT
AMERICA, CORP.

IN TESTIMONY WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
State of South Dakota, at
Pierre, the Capital, this

May 8, 1998.

p‘7&2/

OYCE HAZELTINE é)/
Secretary of State




SECRETARY OF STATE : *ILE NO

STATE CAPITOL RECE
500 E. CAPITOL RECEIPT NO ekt

PIERRE, 8.D. 5§7501-5077
805°773-4845 / 2ot BPPLICATION FOR CERTIFICATE OF AUTHORITY

of SDCL 47-8-7, the undersigned corporation hereby applies 1‘c:rs g Mm
usiness_i e State of South Dakota and for that purpose submits the following

IDT America, Corp.
(Exact corporate name)

2 i,

{ me of ther/corpdration does not contain the word "corporation”, "company”, “incorporated"
or "limiteg] or does not contain an abbreviation of one of such words, then the name of the comoration
with the word or abbreviation which it elects to add thereto for use in this state is

(3) State where incorporated New Jersey Federal Taxpayer |D#_22-3312697
(4) The date of its incorporation is.June 24, 1994 and the period of its

duration, which may be perpetual, is Rerperual

(5) The address of its principal office in the state or country under the laws of which it is incomorated is

294 Stare Street, Hackensack Ney Jersey Zip Code _07501

mailing address if different from above is; -_Same

Zip Code

(6) The street address, or a statement that there is no street address, of its proposed registered office in
. c/o C T Corporation System, 319 S. Coteau
the State of South Dakota is_Street bierra, Soutrh Daknta Zip 57501

and the name of its proposed registered agent in the State of South Dakota at that address is

C T Corporation System

(7) The purposes which it proposes to pursue in the transaction of business in the State of South Dakota
are: (state specific purpose) Provision of telecommunications services

(8) The names and respective addresses of its directors and officers are:

Name Officer Title Street Address City State Zip

See attached list of
directors and

(9) The aggregate number of shares which it has authority to issue, itemized by classes, par value of shares,
shares without par value, and series, if any, within a class is:

Number Par value per share or statement that shares are
of shares Class Series without par value
7o, DD Common Stock (No series) No par value

(S. D. - 258 - 7/19/97)cramm



(10) The aggregate number o. .s issued shares, itemized by classes, ._. value of shares, shares without
par value, and series, if any, within a class, is:

Number Par value per share or statement that shares are
of shares Class Series without par vaiue
1.000 Commen Stock (No seriesg) No par value

(11) The amount of its stated capital is $ 100,000

Shares issued times par value equals stated capital. In the case of no par value stock, stated capital is
the consideration received for the issued shares.

(12) This application is accompanied by a CERTIFICATE OF FACT or a CERTIFICATE OF GOOD STANDING
duly acknowledged by the secratary of state or other officer having custody of corporate records in the  state or
country under whose laws it is incorporated.

(13) That such corporation shall not directly or indirectly combine or make any contract with any incorporated
company, foreign or domestic, through their stockholders or the trustees or assigns of such stockholders,
or with any copartnership or association of persons, or in any manner whatever to fix the prices, limit
the production or regulate the transportation of any product or commodity so as to prevent competition
in such prices, production or transportation or to establish excessive prices therefor.

(14) That such corporation, as a consideration of its being pemnitted to begin or continue doing business
within the State of South -Dakota, will comply with all the laws of the said State with regard to foreign
corporations.

The application must be signed, in the presence of a notary public, by the chaiman of the board of directors,
or by the president or by another officer.

| DECLARE AND AFFIRM UNDER THE PENALTY OF PERJURY THA IS APPLICATION IS IN ALL THINGS,
TRUE AND.CORRECT.

Dated ]zgﬂlL’L /ﬂﬁ 19 757 P / C/Mf

/Si ature) 1im courter
i nt

State of New Jersey (Title)
County of pergen

On this .flﬁ day of M . 19%..,before mé Diane Clark
urcer

personally appeared _Jim Co _known to me, or proved to me, to be
the pregident of the corporation that is described in and that executed the
within instrument and acknowledged to me that such corpo;&o/n executed.sam

e.
Notarial Seal %f“éogary Public) / M,—
YRV~
s e e e e e S Ao e e e e de e ek e e ke e dede e dedede R *gé%*%% %V(LZ%

The Consent of Appaintment below must be signed by the registered agent listed in number six.

My Commission Expires:

CONSENT OF APPOINTMENT BY THE REGISTERED AGENT

I, C T Corporation System , hereby give my consent to serve as the
(name of registered agent)

registered agent for _IDT America, Corp.
(corporate name)

C T CPREORPBION SYSTEM
Dated At 10 19 47 M
Al (signature of Yegistered agent}




EXHIBIT 3 - MANAGEMENT BIOGRAPHIES
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Managerial and Technical Qualifications
Key Personnel for Applicant

Howard S. Jonas founded IDT Corporation in August 1990 and has served as Chairman of the
Board and Treasurer since its inception and as Chief Executive Officer Since December 1991.
He served as President of IDT Corporation from December 1991 through September 1996. Mr.
Jonas has served as Chief Executive Officer and Treasurer of IDT America, Corp. since 1994.
Mzr. Jonas is also the founder of the Jonas Publishing Corp., a publisher of trade directories, of
which Mr. Jonas has been President since 1979. Mr. Jonas received a B.A. in economics from
Harvard University.

James Courter joined IDT Corporation as President in October 1996 and was named Vice
Chairman and CEO of IDT Corporation in 2001. He has been the President of IDT America,
Corp. since joining the Company. Mr. Courter has been a senior partner in the New Jersey law
firm of Courter, Kobert, Laufer & Cohen since 1972. He was also a partner in the Washington,
D.C. law firm of Verner, Lipfert, Bernhard, McPerson & Hand from January 1994 to September
1996. Mr. Courter was a member of the U.S. House of Representatives for 12 years, retiring in
January 1991. From 1991 to 1994, Mr. Courter was Chairman of the President’s Defense Base
Closure and Realignment Commission. Mr. Courter also serves on the Board of Directors of
Envirogen, Inc. He received a B.A. from Colgate University and a J.D. from Duke University
Law School.

Stephen Brown joined IDT Corporation as its Chief Financial Officer in May 1995 and he has
served as the Chief Financial Officer of IDT America, Corp. since its inception. From 1985 to
May 1995, Mr. Brown operated his own public accounting practice servicing medium-sized
corporations as well as high net worth individuals. Mr. Brown received a B.A. in Economics
from Yeshiva University and a B.B.A. in Business and Accounting from Baruch College.

Joyce Mason has been the Secretary of IDT Corporation since its inception and has served as the
Secretary of IDT America, Corp. since its inception. Previously, Ms. Mason was in private legal
practice since August 1990. Ms. Mason received a B.A. from the City University of New York
and a J.D. from New York Law School.

Marc E. Knoller joined IDT Corporation in March 1991 and has been the Vice President of IDT
America, Corp. since its inception. From 1998 until March 1991, Mr. Knoller was director of
national sales for Jonas Publishing. Mr. Knoller received a B.B.A. from Baruch College.

Douglas Mauro is the Senior Vice President for IDT Corporation and IDT America, Corp. He
is responsible for all tax matters at IDT America, Corp. and IDT Corporation. Prior to joining
IDT Mr. Mauro was Vice President, Tax for Inc Pharmaceuticals in Costa Mesa, California. Mr.
Mauro has extensive experience in International taxes at various Pharmaceutical Companies
where he served as the top tax officer.

Keith Mendelson has held several positions since joining IDT Corporation in 1995. Mr.

Mendelson is presently the Executive Vice President of Retail Operations of IDT Telecom, Inc.,
a subsidiary of IDT Corporation. Mr. Mendelson received a B.A. from Yeshiva University.

11



Kathy Timko is the Executive Vice President of Engineering and Operations of IDT Telecom,
Inc. Ms. Timko has served as Chief Operating Officer of InterExchange, IDT Corporation's
Engineering and Operations Division, since 1998. From 1995 to 1998, Ms. Timko served as the
Executive Vice President of Product Development and Operations at Call Sciences, a provider of
enhanced telecommunications services. Prior to 1995, Ms. Timko worked at Bellcore (now

Telcordia) and BBN Technologies. Ms. Timko holds a B.S. degree from Virginia Tech and a
M.S. degree from Boston University.

12



EXHIBIT 4 — IDT CORPORATION 2003 SEC FORM 10-Q
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IDT CORP filed this 10-Q on 06/16/2003,
Outline Back to Results Printer Friendly First Page »

Table of Contents

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
XI Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the Quarterly
Period Ended April 30, 2003

or

Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File Number: 0-27898

IDT CORPORATION

(Exact Name of Registrant as Specified in its Charter)

Delaware 22-3415036
{State or other jurisdiction of (I.R.S. Empioyer
incorporation or organization) 1dentification Number)
520 Broad Street, Newark, New Jersey 07102
(Address of principal executive offices) (Zip Code)

(973) 438-1000

(Registrant’s ielephone number, including arez code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was reguired to file snch reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act). Yes No [J

Common Stock, $.01 par value — 25,074,860 shares outstanding as of June 11, 2003 (excluding 5,419,963 treasury shares)
Class A common stock, $.01 par value — 9,816,988 shares outstanding as of June 11, 2003
Class B common stock, $.01 par value — 55,239,832 shares outstanding as of June 11, 2003 (excluding 4,019,163 treasury shares)

(Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date)

tp:/fir.10kwizard.com/filing php?repo=tenk&ipage=2199601&doc=1&total=62&source=218 8/18/0
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Assets

CuiTent assets:
Cash and cesh equivalents
Marketable securities
Trade accounts receivable, net
Other current assets

Total current assets

Property, plant and equipment, net
Restricted cash

Goodwill

Licenses and other intangibles, net
Investments

Other assets

Total assets

Liabilities and stockholders’® equity
Current lizbilities:
Trade accounts payable
Accrued expenses
Deferred revenue
Capital lease obligations—current portion
Other current liabilities

Total current labilities

Deferred tax liabilities, net
Capita] lease obligations—long-term portion
Other liabilities

Total liabilities
Minority interests
Commitments and contingencies
Stockholders' equity: .

PARTI FINANCIAL INFORMATION
Ttem 1. FINANCIAL STATEMENTS (UNAUDITED)
IDT CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)

Preferred stock, 5.01 par value; authorized shares—10,000,000; no shares issued

Cammon stock, §.01 par vaiue; authorized shares—100,000,000; 25,147,360 and 24,988,597 shares issued at April 30, 2003 and July

31, 2002, respectively; 19,727,397 and 19,568,634 shares outstanding at April 30, 2003 and July 31, 2002, respectively

Class A common stock, $.01 par value; authorized shares—35,000,000; 9,816,988 shares issued and outstanding at April 30, 2003 and

July 31, 2002

Class B common stock, $.01 par value; authorized shares—100,000,000; 55,044,832 and 54,009,844 shares issued at April 30, 2003
and July 31, 2002, respectively; 51,025,669 2nd 49,990,681 shares outstanding at April 30, 2003 and July 31, 2002, respectively

Additiona! paid-in capital
Deferred compensation

Treasury stock, at cost, consisting of 5,419,963 shares of common stock and 4,019,163 shares of Class B common stock

Accumutated other comprehensive loss
- Retained eamnings

Total stockholders® equity

Total liabilities and stockholders’ equity

http://ir.1Gkwizard.com/filing.php?repo=tenk&ipage=2199601&doc=14&total=62& source=218

See notes to condensed consolidated financial statements.

3

April 30, 2003 July 31, 20(
(Unaudited) (Note 1)
b 243,415 3 351,2¢

754,259 658,72
133,127 126,15
88,199 65,29
1,259,000 1,201,42
288,070 250,63
21,290 —
34,424 32,70
24,310 25,50
39,471 58,90.
54,928 38,75
5 1,721,493 § 1,607,921
b 97,760 b 121,52¢
173,601 132,852
120,836 112,18:
25,318 22,96(
33,412 11,86¢
450,927 401,430
191,436 233,518
38,502 45,398
14,299 3,088
695,164 683,434
162,184 54,956
197 196
98 98
510 500
636,445 606,387
(7,907) —
(153,713) (153,713)
(4,369) (2.675)
302,884 418,737
864,145 869,530
5 1,721,493 § 1,607,920
&/18/0
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IDT CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)
(Unaudited)

Revenues

Costs and expenses:
Direct cost of revennes (exclusive of items shown below)
Selling, general and administrative
Depreciation and amortization
Settlement by Net2Phone of litigation
Non-cash compensation
Restructuring, severance and impairment charges

Total costs and expenses

Loss from operations
Interest income, net

Other income (expense):
Gain on sale of subsidiary stock
Equity in loss of affiliates
Investment and other income (expense), net

Loss before minority interests, income taxes and cumulative effect of
accounting change

Minority interests

Benefit from income taxes

Loss before cunmlative effect of accounting change
Cumnlative effect of accounting change, net of income taxes of §3,525

Net loss

Earnings per share:
Loss before cumulative effect of accounting change:
Basic
Diluted
Cumulative effect of accounting change, net of income taxes:
Basic
Diluted
Net loss:
Basic
Diluted
‘Weighted-average number of shares used in calculation of earnings per
share:
Basic

Dilated

See notes to condensed consolidated financial staternents.

4
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Three Months Ended April 30, Nine Months Ended April 30,
2003 2002 2003 2002
$454,870 $401,653 $1,348,808 $1,114,8%8"

347,117 319,002 1,036,172 879,60
104,967 106,409 316,863 266,501
22,349 16,745 65,279 46,84(
— — (58,034) -
16,628 2,326 23,7162 2,326
1,707 — 9,033 2,781
492,769 444,482 1,393,075 1,198,053
(37,899) (42,829) (44,267) (83,168
6,721 3,947 21,345 15,496
22,422 —_ 22,422 —
— (25,125) (3,811) (41,794
(10,362) (2,503) (15,365) (8,315
(19,118) (66,510) (19,676) (117,781)
(1,003) (4,316) (46,953) (15,529)
10,818 21,233 40,776 55,173
(9,303) (49,593) (25,853) (78,137)
_ — — (146,983)
$ (9,303) 3 (49,593) 3 (25,853) §(225,120)
§ (0.12) $ (0.64) 8 (032 §  (1.06)
$ (0.12) $ (0.64) $ (032) §  (1.06)
b —_ 3 — 3 —_ b (2.00)
5 — P - b —_ 3 (2.00)
$ (0.12) $ (064 8 (032) §  (3.06)
§ (0.12) $ (064 $ (032) 3 (3.06)
80,262 76,938 79,808 73,592
80,262 76,938 79,808 73,592
8/1&8/0
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Net cash provided by operating activities

Investing activities

Purchases of property, plant and equipment
Issuance of notes receivable

Purchases of investments

Acqguisitions

Increase in cash from consolidation of Net2Phone
Purchases of marketable securities

Sales and maturities of marketable securities

Net cash used in investing activities

Financing activities

Proceeds from exercise of stock options

Repayments of capital lease obligations

Repurchases of common stock and Class B common stock
Proceeds from sales of subsidiaries stock

Distributions to minority shareholders of subsidiaries

Net cash (used in) provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental schedule of non-cash investing and financing activities
Purchases of property, plant and equipment through capital lease obligations

Issuance of Class B common stock for acquisitions

See notes to condensed consolidated financial statements.
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IDT CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Nine Months Ended April 30,

2003 2002

$§ 12,845 § 16,246
(51,436) (28,286
(6,971) (8,949
(10,348) (44,974
— (33,465
41,266 —
(1,741,131) (529,351
1,648,484 260,855
(120,136) (384,170
10,046 44,471
(19,509) (15,305)
— (15,639)
25,000 30,000
(16,079) (13,708)
(542) 29,819
(107,833) (338,102)
351,248 1,091,071
$ 243415 § 752,069
$ 9208 § 34,007
$ — % 30,764
8/18/0
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IDT CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of IDT Corporation and its subsidiaries (the “Company” or “IDT™
have been prepared in accordance with accounting principles generally accepted in the United States for interim financial information and
with the instractions to Form 10-Q and Asticle 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes

required by accounting principles generally accepted in the United States for complete financial statements. In the opinion of management, al

adjustments (consisting of normal recuuring accruals) considered necessary for a fair presentation have been included. Certain

reclassifications have been made to the prior year’s condensed consolidated financial statements to conform to the current year’s presentation
Operating results for the three-month and nine-month periods ended April 30, 2003 are not necessarily indicative of the results that may be

expected for the year ending July 31, 2003, The balance sheet at July 31, 2002 has been derived from the audited financial statements at that
date but does not include all of the information and footnotes required by accounting principles generally accepted in the United States for

complete financial statements. For further information, please refer to the consolidated financial statements and footnotes thereto included in

the Company’s Annual Report on Form 10-K for the year ended July 31, 2002, as filed with the United States Securities and Exchange
Cormmission.

The Company’s fiscal year ends on July 31 of each calendar year. Each reference below to a Fiscal Year refers to the Fiscal Year ending in
the calendar year indicated (e.g., Fiscal 2003 refers to the Fiscal Year ending July 31, 2003).

Note 2—Stock-Based Compensation

In December 2002, the Financial Accounting Standards Board (*FASB”) issued Statement of Financial Accounting Standards (“SFAS”) No.
148, Accounting for Stock-Based Compensation—Transition and Disclosure, An Amendment of FASB Statement No. 123. This statement
provides alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based employee

compensation. In addition, SFAS No. 148 amends the disclosure requirements of FASB Statement No. 123 to require more prominent and
more frequent disclosures in financial statements about the effects of stock-based compensation. During the third quarter of Fiscal 2003, the
Company adopted the disclosure provisions of SFAS No. 148, effective as of the beginning of the fiscal year.

The Company continnes to account for its employee stock options under the recognition and measurement principles of Accounting Principles
Board (“APB*) Opinion No. 25, Accounting for Stock Issued to Employees, and related Interpretations. The following table illustrates the
effect on net loss and earnings per share if the Company had applied the fair value recognition provisions of FASB Statement No. 123,
Accounting for Stock-Based Compensation, to stock-based employee compensation.

6
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IDT CORPORATION ,
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS~—(Continued)
Three Months Ended Nine Months Ended.
April 30, Aprli 30,
2003 2002 2003 2002
_ (in thousands, except per share data)
Net loss, as reported $ (5,303)  8(45,593)  $(25,853)  $(225,120
Add: Stock-based employee compensation expense included in reported net loss,
net of related tax effects and minority interests 8,397 1,396 9,974 1,396
Deduct: Total stock-based employee compensation expense determined under the
fair value based method of accounting for all awards, net of related tax effects
and minority interests (17,641) (6,147) (31,510) (16,801
Pro forma net loss § (8,549)  B(54,344)  §(47,389)  $(240,526
Eamings per share:
Basic—as reported $ (0.12) § (064) § (032) 5 (3.06
Basic—pro forma § (0.23) § (0.71) $ (059 § (327
Diluted—as reported § (0.12) § (064) § (032) § (3.06)
Diluted—pro forma $ (0.23) 3 (0.71) & (0.59) § (3.27)

Note 3—Consolidation of Net2Phone

Until August 2000, the Company provided Internet telephony services through its majority owned subsidiary Net2Phone, Inc. On Angust 11,
2000, the Company completed the sale of 14.9 million shares of Net2Phone’s Class A common stock held by it, at a price of $75 per share;to
AT&T Corporation. In addition, AT&T purchased four million newly-issued shares of Class A common stock from Net2Phone at a price of
$75 per share. These transactions rednced the voting stake of IDT in Net2Phone from approximately 56% to 21% and its economic stake in
Net2Phone from approximately 45% to 16%. In recognition of these transactions, the Company deconsolidated Net2Phone effective August
11, 2000. Accordingly, the Company accounted for its investment in Net2Phone subsequent to the deconsolidation using the equity method of
‘ accounting,

On October 23, 2001, IDT, Liberty Media Corporation and AT&T formed a limited liability company (“LLC"), which through a series of
transactions among IDT, Liberty Media and AT&T held an aggregate of 28.9 million shares of Net2Phone’s Class A commmon stock,
representing approximately 48% of Net2Phone’s outstanding capital stock. Because the LLC holds Class A common stock with two votes per
share, the LLC has approximately 65% of the shareholder voting power in Net2Phone. IDT holds the controlling membership interest in the
LLC and is the managing member of the LLC. The operating agreement of the LLC provides unilateral liquidation rights to each of its
members whereby any member of the LLC may cause the LLC to liquidate and dissolve by providing written notice at any time on or after
January 1, 2004 to the other LLC members of its desire to cause such liquidation and dissolution. Since the LLC can be liquidated and
dissolved at any time on or after January 1, 2004, the Company’s control of the LLC is deemed to be temporary. Accordingly, through July
31, 2002, the Company continued to account for its investment in the LLC using the equity method.

In August 2001, the FASB issued SFAS No. 144, 4ccounting for the Impairment or Disposal of Long-Lived Assets, which addresses financial
accounting and reporting for the impairment or disposal of long-lived assets and supersedes SFAS No. 121, Accounting for the Impairment of
Long Lived Assets to be Disposed Of, and the accounting and reporting provisions of APB Opinion No. 30, Reporting the Results of
Operations for a Disposal of a Segment of a Business. SFAS No. 144 also amends Accounting Research Bulletins (“"ARB™) No. 51,

7
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IDT CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Consolidated Financial Staterments, as amended by SFAS No. 94, Consolidarion of All Majority-Owned Subsidiaries, to eliminate the
exception to consolidation for & subsidiary for which control is likely to be temporary. IDT adopted SFAS No. 144 as of August 1, 2002, and
thus no longer accounts for its investment in Net2Phone under the equity method of accounting, Therefore, effective August 1, 2002, IDT
reconsolidated its investment in Net2Phone. The consolidation resulted in the inclusion by IDT of Net2Phone’s results of operations, financial
position and cash flows beginning August 1, 2002, This change in accounting does not change the net income or loss that would have been
reported had the Company continued to account for its investment in Net2Phone under the equity method of accounting. On a pro forma basis,
the combined revenues of IDT and Net2Phone, as if the consolidation had occurred as of August 1, 2001, after giving effect to the elimination
of intercompany transactions, would have been $419.4 million and $1,174.7 million, for the three and nine months ended April 30, 2002,

respectively.

Pursuant to the operating agreement of the LLC, AT&T received 29 Class A units of the LLC, and had the right to put 6 of these units to IDT
and 23 of these units to Liberty Media afier one year. On October 29, 2002, AT&T exercised its put rights and sold all of its Class A units to
TDT and Liberty Media for 2 nominal amount. As a result of this transaction, AT&T is no longer a member of the LLC. IDT continmes 1o hold
the controlling membership interest in the LLC and is the managing member of the LLC. As of April 30, 2003, IDT’s effective equity
investment in Net2Phone (through the LLC) was 18.6%. Accordingly, the Company recorded in minority interests the 81.4% of Net2Phone’s
results atiributable to the remaining shareholders of Net2Phone,

Note 4—Business Segment Information

The Company has five reportable business segments: Wholesale Telecommunications Services, Retail Telecommunications Services, IDT
Solutions, Intfemet Telephony, and Media. The operating results of these business segments are distinguishable and are regularly reviewed by
the Company’s chief operating decision maker.

The Wholesale Telecommunications Services business segment consists of wholesale carrier services provided to other long distance carriers.

The Retail Telecommunications Services business segment includes domestic and international prepaid, rechargeable and private label calling

cards, and consumer long distance services to individuals and businesses. The IDT Solutions business segment, which commenced operations
in Deccmber 2001 upon the acquisition of assets from Wiristar Communications, Inc. and certain of its subsidiaries (“Old Winstar”), operates
through Winstar Holdings, LLC as a competitive local exchange carrier (*CLEC”) using fixed wireless technology to provide local and long

distance phone services, and high speed Internet and data communications solutions. The Internet Telephony business segment reflects the
results of the Company’s reconsolidated subsidiary, Net2Phone, effective Angust 1, 2002, which is a provider of voice over Internet Protocol,
or VoIP, telephony products and services. The Media business segment operates several media and entertainment-related businesses, most of
which are currently in the early stages of development.

8
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IDT CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The Company evaluates the performance of its business segments based primarily on operating income (loss). All corporate overhead is
allocated to the business segments based on time and usage studies, except for certain specific corporate costs, such as corporate manageme:
compensation, treasury management and public relations, and corporate legal, insurance and governance costs, which are not allocated to th
business segments. Operating results presented for the principal business segments of the Company are as follows (in thousands):

Wholesale Retail
Telecommunications Telecommunications IDT(1) Internet
Services Services Solutions Telephony(2) Media Corporate Total

Three Months Ended

April 30, 2003
Revenues 5 109,156 5 299,865 $ 20,766 $ 19,585 $ 5498 % — $ 454,87
Segment operating income (loss) (6,081) 21,761 (19,625) (9,830) (2,278) (21,B46) (37,89
Three Months Ended

April 30, 2002
Revenues 78,963 285,436 33,095 — 4,159 —_ 401,65.
Segment operating income (loss) (6,540) 19,079 (43,863) _— (5,003) (6,502) (42,82:
Nine Months Ended

April 30, 2003
Revenues ¥ 2BB,178 § 914,870 £ 65933 $ 63,357 § 16,470 § — $1,348,80!
Segment operating incorne (loss) (22,708) 66,060 (67,493) 25,672 (6,406) (39,392) (44,26
WNine Months Ended

April 30, 2002
Revenues 221,509 825,503 52,269 —_ 15,606 —_ 1,114,88"
Segment operating income (loss) (25,349) 42,001 (62,996) —_— (17,234) (19,590) (83,16¢

(1) IDT acquired the assets currently held by Winstar (through which the IDT Solutions segment operates) in December 2001. Accordingly
results of operations for the nine months ended April 30, 2002 for the IDT Solutions segment reflect only the period that the Company
owned and operated the Winstar assets.

(2) For the three and nine months ended April 30, 2002, IDT reported its share of the net loss of its Internet Telephony segment, which
consists of its investment in Net2Phone, under the equity method of accounting. Accordingly, IDT recorded $25.1 million and $41.8
million for these periods, respectively, as equity in loss of affiliates within other income (expense). During the periods in which IDT
accounted for its investment in Net2Phone using the equity method, the Company’s chief operating decision maker evalnated the
performance of IDT s Internet Telephony segment based primarily on its cash, cash equivalents and marketable securities balances and
on its net cash used in operating activities. As of April 30, 2002, the balance of cash, cash equivalents and marketable securities of
Net2Phone was $121.9 million. For the nine months ended April 30, 2002, net cash used in operating activities was $79.5 million.

Note 5—FEarnings Per Share

The Company computes earnings per share under the provisions of SFAS No. 128, Earnings per Share. Under the provisions of SFAS No.
128, basic earnings per share is computed by dividing net income (loss) applicable to common shareholders by the weighted average number
of shares of common stock outstanding during the applicable period. Diluted earnings per share is determined in the same manner as basic
EaInings per

9
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IDT CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
share except that the number of shares is increased assuming exercise of potentially dilutive stock options and contingently issuable shares
using the treasury stock method, unless the effect of such increase would be anti-dilutive. For the periods reported in the condensed
consolidated financial statements included in this report, the diluted earnings per share amounts equal basic earnings per share because the
Company had net losses and the impact of the assumed exercise of stock options and contingently issuable shares would have been anti-
dilutive,
. Note 6—Comprehensive Loss
The Company’s comprehensive loss consists of the following (in thousands):

Three Months Ended April 30, Nine Months Ended April 30,

2003 . 2002 2003 2002
Net loss § (5,303) $(49,593) $(25,853) $(225,12(
Foreign currency translation adjustments (406) 3,977 (654) (1,47C
Unrealized losses in available-for-sale securities (1,566) (489) (1,040) (9232
Comprehensive loss 3(11,275) $(46,105) $(27,547) $(227,513

Note 7—Winstar Acquisition

On December 19, 2001, the Company, through a subsidiary, acquired the core domestic telecommunications assets of Old Winstar in
connection with Old Winstar’s bankruptcy proceedings pending before the United States Bankruptey Court for the District of Delaware. The
acquiring subsidiary was subsequently renamed Winstar Holdings, LLC. Winstar operates as a CLEC using fixed wireless technology to
provide local and long distance phone services, and high speed Internet and data commmmnications solutions. The Company currently offers the

Winstar services under the name IDT Solutions.

The purchase price for the Old Winstar assets consisted of $30.0 million in cash, §12.5 million in newly issued shares of IDT Class B
common stock and 5% of the common equity interests in Winstar (the remaining 95% of the common equity interests as well as all of the
preferred equity interests in Winstar were owned by IDT). The acquisition was accounted for under the purchase method of accounting. The
results of operations of Winstar have been included in the Company’s consolidated statements of operations since the date of acquisition.

On April 16, 2002, IDT, through a subsidiary, purchased the 5% of common equity interests in Winstar that it did not own. Consideration
consisted of 0.8 million shares of IDT Class B common stock, which were valued at $13.3 million.

The following pro forma financial information presents the combined results of operations of IDT and Winstar, as if the Old Winstar asset
acquisition had occurred as of August 1, 2001, after giving effect to certain adjustments, including depreciation expense, income taxes and the
issuance of IDT Class B common stock as part of the purchase price. The pro forma financial information does not necessarily reflect the
results of operations that would have occurred had IDT and Winstar been a single entity during such periods.
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IDT CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
Three Months Ended Nine Months Ende
April 30,2002 April 30, 2002
(in thousands, except per share data)

Revennes . b 401,653 3 1,187,58'
Loss before cummlative effect of accounting change b (49,593) g (126,42«
Net loss 4 ¥ (49,593) 3 (273,407
Eamings per share: '
Loss before cumulative effect of accounting change

Basic 3 (0.64) g (1.6¢

Diluted 3 (0.64) 3 (1.65
Net loss

Basic 3 (0.64) 3 (3.6¢

Diluted b (0.64) 3 (3.66
‘W eighted-average number of shares used in calenlation of earnings per share:

Basic 77,334 74,747

Diluted 77,334 74,747

Note 8—Amendment of Stock Options

On April 25, 2003, all then outstanding stock options exercisable for shares of the Company’s common stock (which were exercisable for an
aggregate of 1.9 million shares) were amended to instead be exercisable for an equal number of shares of the Company’s Class B common
stock. Because these options were originally recorded under APB No. 25, 2 new measurement date was triggered and the options were
required to be accounted for under the intrinsic value method of accounting. As a result, the Company recorded a non-cash compensation
charge for the three and nine months ended April 30, 2003 of $13.7 million for the modification of the options.

On April 25, 2003, the Board of Directors also authorized that shares of Class B common stock held as treasury stock be allocated for
issuance in connection with the above stock option amendments.

Note 9—Recently Issued Accounting Pronouncements

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments Hedging Activities. This statement
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for
bedging activities under SFAS No. 133. The new guidance amends SFAS No. 133 for decisions made: as part of the Derivatives
Implementation Group process that effectively required amendments to SFAS No. 133; in connection with other FASB projects dealing with
financial instruments; and regarding implementation issues raised in relation to the application of the definition of a derivative, particularly
regarding the meaning of an “underlying” and the characteristics of a derivative that contains financing components.

SFAS No, 149 clarifies under what circumstances a contract with an initial net investment meets the characteristic of a derivative as discussed

in SFAS No. 133. In addition, it clarifies when a derivative contains a financing component that warrants special reporting in the statement of

cash flows. SFAS No. 149 amends certain other existing pronouncements. These changes will result in more consistent reporting of contracts
that are derivatives in their entirety or that contain embedded derivatives that warrant separate accounting.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The provisions of this standard are effective for contracts entered into or modified after June 30, 2003, and for hedging relationships
designated after June 30, 2003. The provisions of this statement that relate to SFAS No: 133 nnplementatlon issues that have been effectivi
for fiscal quarters that began prior to June 15, 2003 should continue to be applied in accordance with their respective effective dates, In
addition, certain provisions relating to forward purchases or sales of when-issued securities or other securities that do not yet exist should b
applied to existing contracts as well as new contracts entered into after June 30, 2003. The Company believes that the adoption of this
standard will not have a material impact on the Company’s results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity. SFAS No. 150 affects the issuer’s accounting for three types of freestanding financial instruments. One type is mandatorily
redeemable shares, which the issning company is obligated to buy back in exchange for cash or other assefs. A second type, which includes
put options and forward purchase coniracts, involves instruments that do or may require the issuer to buy back some of its shares in exchang
for cash or other assets. The third type of instruments consists of obligations that can be settled with shares, the monetary value of which is
fixed, tied solely or predominantly to a variable such as a market index, or varies inversely with the value of the issuers’ shares, SFAS No.
150 does not apply to features embedded in a financial instrument that is not a derivative in its entirety.

In addition to requirements for classification and measurement of financial instruments, SFAS No. 150 also requires disclosures about
alternative ways of settling the instruments and the capital structure of entities, whose shares are mandatorily redeemable. Most of the
guidance in SFAS No. 150 is effective for all financial instruments entered into or modified after May 31, 2003, and otherwise is effective
from the start of the first interim period beginning after June 15, 2003. The Company believes that the adoption of this standard will not have

a material impact on the Company’s results of operations or financial position.

Note 10—ILegal Proceedings

Certain legal proceedings in which the Company is involved are described in the Company’s Quarterly Report on Form 10-Q for the quarter
ended January 31, 2003, The following discussion is limited o recent developments concerning the Company’s legal proceedings and should
be read in conjunction with such earlier Quarterly Report. Unless otheriwise indicated, all legal proceedings discussed in the Company’s
earlier Quarterly Report remain outstanding,

With respect to the Company’s conmplaint against Telefonica 5.A., Terra Networks, S.A., Terra Networks, U.S.A., Inc. and Lycos, Inc., the
Company filed a motion on May 16, 2003 to compel the defendants to produce documents under the crime-fraud exception of the attorney-
client and work product privilege. Oral argnment on this motion is scheduled for August 7, 2003,

With respect to the Company’s statement of claim with the American Arbitration Association naming Telefonica Internacional, S.A. as the
Respondent, the parties filed post-hearing briefs on April 4, 2003 and reply briefs were filed on May 8, 2003.

With respect to the summons and complaint filed on or about July 25, 2002 by PT-1 Communications against the Company, the parties held a
status conference before the judge on April 3, 2003. The Company filed 2 motion for a stay to enjoin this proceeding based upon a filing by
The Contiming Creditors’ Committee of Star Telecommumications, Inc. of a near-identical adversary proceeding against the Company in the
United States Bankruptey Court for the District of Delaware. The motion was denied on May 15, 2003.
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With respect to the complaint filed by Mark B. Aronson in the Court of Common Pleas of Allegheny County, Pennsylvania, seeking
certification of a class consisting of consumers who were charged a fee when IDT switched underlying carriers from Global Crossing Lid. t
AT&T, the Court denied the plaintiff’s motion to remand the case to the State court and granted the Company’s motion to transfer the case -

the Federal Communications Commission (the “FCC”). The Company filed a petition with the FCC on April 30, 2003.

‘With respect to the Morris Amsel and the Ana Cardoso and Maria Calado matters relating to the Company’s calling cards, on May 19, 200
the Company filed an application with the Multi-District Litigation Panel seeking to consolidate these matters.

With respect to the suit filed by Winstar against Superior Logistics Management Services, Inc. in the U.S. District Court for the Eastern
District-of Virginia, the parties entered into a settlement agreement that entitles Winstar to receive 10% of the sales price of any sales of
certain equipment by Superior, and provides Winstar with purchase options at 6 and 9 months from May 7, 2003 for various equipment that
was the subject of the suit and stored by Superior, at the price of $0.035 per $1.00 of the original cost to Superior or its entities that are now i
Chapter 7 bankrupicy.

With respect to the Univance Telecommunications, Inc. and Univance Marketing Group, Inc. (collectively the *Univance Debtors™)
bankruptey matter, the parties resolved this matter and the Univance Debtors and Winstar entered into an agreement dated March 19, 2003,
pursuant to which the Univance Debtors will continue to provide services to Winstar. The parties will sesk Bankruptcy Court approval of the

agreement.

On or about February 5, 2002, a complaint was filed by Solomon Bitton against the Company in the Superior Court of the State of New
Jersey, Bergen County, seeking certification of a class consisting of New Jersey residents who allegedly purchased the Company's pre-paid
calling cards and were charged any fee that was not specifically disclosed on the card packaging prior to purchase. The damages sought have
not yet been quantified. The Company served answers to the complaint on April 3, 2003 and are in the process of providing initial discovery

TESPONSES.

On or about March 12, 2003, a complaint was filed by the Continning Creditors’ Committee of Star Telecommunications, Inc. for itself and
on behalf of the Star Creditors’ Liquidating Trust (“Star”) against the Company in the United States Banlauptcy Conrt for the District of
Delaware. Star seeks (a) to void and recover damages for certain fraudulent transfers of property of Star’s bankruptcy estate pursuant to the
pre-petition sale of certain assets to the Company, and (b) to recover damages for unjust enrichment pursuant to said sale. The Company has
not been served with the complaint and Star has not taken any action to prosecute the claims against the Company. The Company filad a
motion for a stay or to enjoin this proceeding based upon the fact that this proceeding is nearly-identical to the adversary proceeding
previously filed by PT-1 Communications against the Company in the United States Banlauptcy Court for the Eastern District of New York,

which motion was denied.

On April 15, 2003, Network Communications of Indiana (*NCI”) filed a four-count complaint in the Superior Court in Marion County,
" Indiana, against the Company, seeking $8.7 million in damages. NCI signed a Non-Exclusive High Volume Independent Agent Marketing
Agreement with Winstar Wireless, Inc., on February 1, 1999. On April 18, 2001, Winstar Wireless, Inc., and various other affiliates
(“Debtors”) filed for Chapter 11 bankruptcy in the United States Bankruptcy Court for the District of Delaware. On December 19, 2001, an
affiliate of the Company purchased various assets of the Debtors. NCI alleges that the Company, as a result of allegedly acquiring certain
assets of the Debtor including alleged network customer lists: (8) misappropriated NCI's customer lists, (b) unlawfully converted NCI’s
customer lists, (c) unfairly competed with NCI's business,
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IDT CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

and (d) tortiously interfered with coniracts between NCI and NCI’s customers, The case has been removed to the United States District Cou
for the Southern District of Indiana, Indianapolis Division, and the Company has an extension to answer or otherwise plead until June 23
2003.

Or or gbout Apnl 26, 2003, the Company was served with a petition filed by Powell Palmares in the District Court of Nueces County, Texa
105th Judicial District. The Company is not the only defendant in this action. In his petition, the plaintiff names numerous additional
defendants, including Oblio Telecom, Northern California Telecommunications, Locus Telecommunications, Star Telecom Network, Astra
Communications, Pacific Telecard, and Advanced Telecom Sclutions. The plaintiff is seeking certification of a class consisting of all persor
in Texas who allegedly purchased and used IDT*s pre-paid calling cards and made calls to, or from, cellular telephone equipment. The
damages sought have not yet been quantified. The Company filed its answer on June 2, 2003,

The Company is subject to other legal proceedings and claims which arise in the ordinary course of our business and have not been finally
adjudicated. Although there can be no assurances in this regard, in the opinion of the Company's management, such proceedings, as well as
the aforementioned actions, will not have a material adverse effect on the Company’s results of operations, cash flows or financial condition

Note 11—Settlement by NetZPhone of Litigation

On March 19, 2002, Net2Phone and its ADIR Teéchnologies, Inc. subsidiary filed suit in the United States District Court for the District of

New Jersey against Cisco Systems, Inc. and a Cisco executive who had been a member of ADIR ’s board of directors. The suit arose out of th

rélationships that had been created in connection with Cisco’s and Net2Phone’s original investments in ADIR and out of ADIR’s subsequent

purchase of NetSpeak, Inc. in Angust 2001, Net2Phone and ADIR settled the suit and all related claims againet Cisco and the Cisco execntive

in exchange for: (i) the transfer, during the first quarter of Fiscal 2003, to Net2Phone of Cisco’s and Softbank Asia Infrastucture Fund’s

respective 11.5% and 7.0% interests in ADIR, and (if) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone and ADIR.

As a result of this settlement, Net2Phone recognized for the quarter ended October 31, 2002, a gain of $58.4 million consisting of (i) 2 $38.9
million reduction in minority interests as a result of the transfer of the ADIR shares and (ii) the receipt of settlement proceeds of $19.5
million, During the second quarter of Fiscal 2003, Net2Phone approved and therefore recorded an additional $0.4 rmlhon in execu‘nve

compensation expense directly related to the Cisco settlement.

Note 12—Gain on Sale of Subsidiary Stock

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media’s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. IDT Media operates several media and
enfertainment-related businesses, most of which are currently in the early stages of development. As a result of this sale of subsidiary stock,
the Company's ownership percentage in IDT Media decreased from 100% to 94.4%.

The Company has historically accounted for sales of stock of its subsidiaries in accordance with Staff Accounting Bulletin No. 51,
Accounting for Sales of Stock by a Subsidiary, which permits the Company to record the excess of its carrying value in the equity of its
subsidiaries as a gain. Accordingly, in commection with this sale, the Company recognized a gain of §22.4 million. Deferred taxes of $9.0
million have been provided on the gain.
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Item 2. MANAGEMENT®S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following information should be read in conjunction with the accompanying condensed consolidated financial statements and the
associated notes thereto of this Quarterly Report, and the andited consolidated financial statements and the notes thereto and our
Management’s Discussion and Analysis of Financial Condition and Results of Operations contained in our Annual Report on Form 10-K fo
the year ended July 31, 2002, as filed with the United States Securities and Exchange Commission.

As used below, unless the context otherwise requires, the terms “the Company,” “IDT,” “we,” “us,” and “our” refer to IDT Comporation, a
Delaware co:pora’aon, its predecessot, International Discount Telecomrimmications, Corp., 2 New York corporation, and their subsidiaries,
collectively.

Forward-Looking Statements

This Quarterly Report on Form 10-Q, including the notes to the condensed consolidated financial statements, contains forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934,
including staternents that contain the words “believes,” “anticipates,” “expects,” “plans,” “intends,” and similar words and phrases. Such
forward-looking statements include, among other things, our plans to implement our growth strategy, improve our financial performance,
expand our infrastructure, develop new products and services, expand our sales force, expand our customer base and enter international
markets, and the possible outcome of our litigation, Such forward-looking statements also include our expectations concerning factors
affecting the markets for our products and services, such as changes in the U.S. and the international regulatory environment and the demand
for long-distance teleconumunications. These forward-looking statements are subject to risks and uncertainties that could cause acmal results
to differ materially from the results projected in any forward-looking statements. These risks and uncertainties inclnde, but are not limited to,
those risks discussed in this report. In addition to the factors specifically noted in the forward-looking statements, other important factors that
could result in those differences include: potential declines in prices for our products and services; our ability to maintain and grow our retail
telecommunications services, particularly our prepaid calling card business; availability of termination capacity; financial stability of our
customers; our ability to maintain carrier agreements with foreign carriers; effectiveness of our marketing and distribution efforts; increased
competition, particularly from regional bell operating companies; our ability to manage our growth; competitiveness of our Winstar
subsidiary; impact of government regulation; our ability fo obtain felecommunications products or services required for our products and
services; general economic conditions, particularly in the telecommunications markets; and the other factors set forth in our Annual Report on
Form 10-K for Fiscal 2002. The forward-looking statements are made as of the date of this Report, and we assume no obligation to update the-
forward-looking statements, or to update the reasons why actual results could differ from those projected in the forwald-loolcng statements.
Investors should consult all of the information set forth herein and the other information set forth from timé to time in our reports filed with
the Uniied States Securities and Exchange Commission pursuant to the Securities Act of 1933 and the Securities Exchange Actof 1934,

including our Annual Report onForm 10-K for Fiscal 2002.

Overview

General

IDT Corporation, through our IDT Telecom segment, provides telecommunications services and products to retail and wholesale customers
worldwide, including prepaid, private label and rechargeable calling cards, wholesale carrier services and consumer long distance services.
We deliver our telecommunications services over a network consisting of more than 200 switches in the United States, Europe and South
America. We also own and lease capacity on 16 undersea fiber-optic cables that cannect our U.S. facilities with our international facilities and
with third-party facilities in Europe, Latin America and Asia. We derive a majority of our revennes from IDT Telecom.
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Our Winstar segment, which operates under the name IDT Solutions, offers broadband and telephony services to commercial and
governmental customers through its fixed-wireless and fiber infrastructure. We also operate, through our IDT Media segment, several medi
and entertainment-related businesses, most of which are currently in the eatly stages of development. IDT Media primarily comprises five
business lines: radio, animation, brochure distribution, video-to-desktop delivery, and call center services. Effective August 1, 2002, we
reconsolidated Net2Phone, which is 2 provider of voice over Internet Protocol, or VoIP, telephony products and services.

Qutlook

In recent years, we have derived the majority of our revenues from IDT Telecom’s businesses, consisting primarily of our Retail
Telecommunications Services segment, which markets prepaid, private label and rechargeable calling cards and consumer long distance
services, and our Wholesale Telecommunications Services segment, which markets wholesale catrier services. These businesses have
accounted for the bulk of our operating expenses as well (excluding impairment charges).

Throughout the remainder of Fiscal 2003, we anticipate increased growth in our wholesale carrier revenues. We anticipate growth in IDT
Telecom’s Retail Telecommunications Services revenues as well, and we expect Retail Telecommunications Services revenues to continue t
account for approximately 70%-75% of IDT Telecom's total revenues in the coming quarters.

The worldwide telecommunications industry has been characterized in recent years by intense price competition, which has resulted in 2
significant decline in both our average per-minute price realizations and our average per-minute termination costs. Therefore, althongh IDT
Telecom’s minutes of use have been increasing strongly, IDT Telecom’s revenues have increased at a much slower rate. We expect to see
some further price declines throughout the remainder of Fiscal 2003, as the markets in which we compete have generally remained

competitive.

Sinee our acquisition of the Winstar assets in December 2001, the IDT Solutions segment has experienced working capital deficits. We have
restructured Winstar’s operations by undertaking significant cost saving measures, including the downsizing of the Winstar network and a
significant reduction in headcount, aimed at reducing the working capital deficit. However, at this time, we expect IDT Solutions to continue
to generate operating losses and to require funding for its capital expenditure needs for the foreseeable future. We expect IDT Solutions to
continue to reduce its operating losses throughout the remainder of Fiscal 2003, aided by a combination of increased revenues and continued
cost saving measures.

We have also been developing various new businesses within our Media segment. We anticipate that Media will continue to incur significant
costs related to its existing and other new businesses. The timing and magnitude of further revenues and/or operating profits from these new
businesses remains uncertain. In May 2003, Media’s Digital Production Solutions unit (which operates Media’s animation businegs line)
acquired a controlling interest in Film Roman, Inc,, an independent animation company, through the purchase of newly-issued shares of Film
Roman common stock. For the year ended December 31, 2002, Film Roman reported revenues of $43.3 million and a net Joss of $3.6 million.
In the upcoming quarters, the results of operations of our IDT Media segment will include the consolidation of Film Roman,

Critical Accounting Policies

Our condensed consolidated financial statements and accomparnying notes are prepared in accordance with accounting principles penerally
accepted in the United States. Preparing condensed consolidated financial statements requires us to make estimates and assurnptions that
affect the reported amounts of assets, liabilities, revenne and expenses. These estimates and assumptions are affected by the application of our
accounting policies. Our significant accounting policies are described in Note 1 to the July 31, 2002 consolidated financial statements
incinded in our Form 10-K. Critical accounting policies are those that require application of management’s most difficult, subjective or
complex judgments, often as a result of matters that are inherently
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uncertain and may change in subsequent periods. Critical accounting policies for us include revenue recognition, allowance for doubtful
accounts, goodwill, and valuation of long-lived and intangible assets. For additional discussion of our critical accounting policies, see our
Management's Discussion & Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for Fiscal 200;

In order to enable a straightforward comparison between the three and nine months of Fiscal Year 2003 and the three and nine months of

Fiscal Year 2002, and to provide a better understanding of IDTs core operating results for the three and nine months of Fiscal Year 2003,

this Form 10-Q presents, as additional information, some financial figures excluding the IDT Solutions segment and Net2Phone. The Winst:

assets, through which our IDT Solutions segment operates, were acquired during the second quarter of Fiscal Year 2002, and contributed tc
revenues for only part of that quarter, and Net2Phone was not consolidated during Fiscal Year 2002.

Three Months Ended April 30, 2003 Compared to Three Months Ended April 30, 2002
Results of Operations

We evaluate the performance of our operating business segments based primarily on income (loss) from operations. Accordingly, certain
adjustments are properly not reflected in the operating business segments discussions, but are only reflected in our Consolidated discussion.

Consolidated

Revenues. Our revenues increased 13.2%, from $401.7 million in the three months ended April 30, 2002 to $454.9 million in the three

months ended April 30, 2003. The increase is due primarily to the significant growth in our telecommunications minutes of use and the
reconsolidation of Net2Phone, Excluding revenues from our Intemet Telephony segment, consisting of Net2Phone, which was reconsolidatec

effective August 1, 2002, our revennes increased 8.4%, to $435.3 million in the three months ended April 30, 2003, The increase in our
consolidated revenues (excluding Internet Telephony) is mainly attributable to a 12.2% increase in IDT Telecom’s revenues. The growth in
IDT Telecom’s revenues primarily resulted from a 43.3% growth in mimites of use (excluding minutes related to our consumer long distance
business, which are not carried through our own network) from 3.0 billicn in the thres months ended April 30, 2002 to 4.3 billion in the three

months ended April 30, 2003.

Direct Cost of Revenues. Direct cost of revenues increased by 8.8%, from $319.0 million in the three months ended April 30, 2002 ta
$347.1 million in the three months ended April 30, 2003. The increase is due primarily to the growth in our telecommunications minutes of
use and the reconsolidation of Net2Phone. Exclnding direct cost of revenues from our Internet Telephony segment, direct cost of revenues
inereased 5.7% to $337.2 million in the three months ended April 30, 2003. As a percentage of total revenues, direct costs decreased from
79.4% in the three months ended April 30, 2002 to 76.3% in the thres months ended April 30, 2003 (and decreased to 77.5% excluding our
Internet Telephony segment). The decline in direct costs as a percentage of revenues is attributable to overall higher revenues due to the

growth of minutes-of-use and because of continued operating efficiency gains and lower prices from suppliers.

Selling, General and Administrative. ~ Selling, general and administrative expenses decreased 1.3%, from $106.4 million in the three months
ended April 30, 2002 to $105.0 million in the three months ended April 30, 2003. Excluding selling, general and administrative expenses
from our Internet Telephony segment, selling, general and administrative expenses decreased 13.3% to $92.2 million in the three months

ended April 30, 2003. As a percentage of total revenues, selling, general and administrative expenses decreased from 26.5% in the three
mnonths ended April 30, 2002 to 23.1% in the three months ended April 30, 2003 (and decreased to 21.2% excluding our Internet Telephony
segment). Selling, general and administrative expense declined as a percentage of revennes due primarily to the significant growth in our
revermes for the three months ended April 30, 2003,
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We anticipate that selling, general and administrative expenses will increase in dollar terms in the future, and will continue to be a significar
percentage of total revennes, as we expand both IDT Telecom’s businesses and our Media businesses.

Depreciation and Amortization. Depreciation and amortization expense increased 33.5%, from $16.7 million in the three months ended
April 30,2002 to $22.3 million in the three months ended April 30, 2003. Excluding depreciation and amortization expense from our Intern
Telephony segment, depreciation and amortization expense increased 19.7%, to $20.0 million in the three months ended Apnl 30, 2003,
primarily as a result of our higher fixed asset base during the three months ended April 30, 2003, reflecting the expansion of our
telecommunications network infrastructure and facilities. As a percentage of revenues, depreciation and amortization expense increased frox
4.2% in the three months ended April 30, 2002 to 4.9% in the three months ended April 30, 2003 (and to 4.6% excluding our Internet
Telephony segment). Depreciation and amortization expense increased, as a percentage of revenues, due primarily to the expansion of our
telecommunications network infrastructure and facilities, We anticipate that depreciation expense will continue to increase in absolute dollar,
ag we continue to add to our asset base, particularly in IDT Telecom’s businesses, as we implement our growth strategy.

Non-cash Compensation. Non-cash compensation charges were $2.3 million in the thres months ended April 30, 2002, compared to $16.6
million in the three months ended April 30, 2003. Refer to the respective sections of the IDT Telecom, IDT Solutions, Internet Telephony an
Corporate segments for a full discussion on non-cash compensation charges,

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges were $1.7 million in the three month;
ended April 30, 2003. Refer to the respective section of the Internet Telephony segment for a full discussion on restructuring, severance and
impairment charges.

Loss from Operations. Our loss from operations was $42.8 million in the three months ended April 30, 2002, compared to $37.9 million in
the three months ended April 30, 2003. Excluding $9.8 million of loss from operations from our Intemnet Telephony segment, our loss from
operations was $28.1 million for the three months ended April 30, 2003, The reduction in our loss from operations (excluding our Internet
Telephony segrment) was due primarily to IDT Telecom’s increased revenues and gross margins, partially offset by one-time non-cash
compensation charges.

Interest. Net interest income was $3.9 million in the three months ended April 30, 2002, compared to net interest income of $6.7 million in
the three months ended April 30, 2003.

Other Income (Expense). Other income (expense) amounted to an expense of $27.6 million in the three months ended April 30, 2002,
compared to income of $12.0 million in the three months ended April 30, 2003. Included in other income (expense) in the three months ended
April 30, 2003, was a charge of $1.6 million related to an obligation to guarantee to AT&T the value of 1.4 million shares of IDT Class B
" common stock owned by AT&T, and net losses from other investments totaling $8.8 million,

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media’s Class A common

stock, ata price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. As a result of this sale of subsidiary

stock, our ownership percentage in IDT Media decreased from 100% to 94.4%. In connection with this sale, we recognized a gain of $22.4
million during the three months ended April 30, 2003.

Included in other expense in the three months ended April 30, 2002 were losses of $25.1 million associated with recording our pro-rata share
of Net2Phone’s net losses through the equity method of accounting, a $2.2 million charge related to an obligation to gnarantee to AT&T the
valie of 1.4 million shares of IDT Class B common stock owned by AT&T, and net losses from other investments totaling $0.3 million.
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Minority Interests. Minority interests were $4.3 million and §1.0 million for the three months ended April 30, 2002 and 2003, respectivel:
The $3.3 million decrease in minority interest income was primarily atiributable to the reconsolidation of Net2Phone, of which we own 18.6

as of April 30, 2003. Accordingly, we recorded in minority interests the 81.4% of Net2Phone’s results attributable to the remaining

shareholders of Net2Phone.

Income Taxes, 'We recorded an income tax benefit of $21.2 million in the three months ended April 30, 2002, compared to an income tax
benefit of $10.8 million in the three months ended April 30, 2003,

Net Loss.  Our consolidated net loss was §49.6 million in the three months ended April 30, 2002 compared to a consolidated net loss of $9
million in the three months ended April 30, 2003. The recording of a net loss in the three months ended April 30, 2003 and 2002 was a resu
of the combined factors for each of the segments discussed below, as well as those items detailed above.

IDT Telecom—Retail Telecommunications Services and Wholesale Telecommunications Services Segments

Revenues. IDT Telecom’s revenues increased 12.2%, from §364.4 million in the three months ended April 30, 2002 to $409.0 million in tk
three months ended April 30, 2003,

IDT Telecom's revenues increased primarily as a result of a 43.3% growth in minutes of use (excluding minutes related to our consumer lon
distance business, which are not carried through our own network) from 3.0 billion in the three months ended April 30, 2002 to 4.3 billion ir
the three months ended April 30, 2003, IDT Telecom experienced growth in minutes of use in both its Retail Telecommunicatiens Services
and Wholesale Telecommunications Services segments, in both the U.S. and international operations. IDT Telecom’s minutes of use grew at
faster rate than did its revennes, reflecting a decline in its average revenne-per-minute, from $0.110 during the three months ended April 30,
2002 to §0.084 in the three months ended April 30, 2003. IDT Telecom’s decrease in its average revenue-per-minute is due to a number of
factors, including (i) contirmed competition in both retail and wholesale markets, and (ii) introduction of new calling cards.

Revenues from IDT Telecom’s Retail Telecommunications Services segment increased 5.1%, from $285.4 million in the three months ended
April 30, 2002 to $299.9 million in the three months ended April 30, 2003. Of this total growth of 5.1%, 2.1% came as a result of increased
sales of cards and 3.0% came as a result of higher consumer long distence revenues. As a percentage of IDT Telecom’s overall revenue,
Retail Telecommmumnications Services® revemues decreased from 78.3% in the three months ended April 30, 2002 to 73.3% in the three months
ended April 30, 2003, as revenues.from our Wholesale Telecommunications Services segment grew at a faster rate than did our retail
businesses revenues. IDT Telecom’s calling card sales increased 2.1%, from $255.3 million in the three months ended April 30, 2002 to
$260.7 million in the three months ended April 30, 2003. This increase was pnmanly generaied by the introduction of several new calling
cards. A new card is generally introduced with atiractive low per-minute pricing, which is gradually increased as the card gains acceptance
and builds martket share. The increase in new card introductions was part of IDT’s plan to aggressively seek market share in both its
traditional Northeast U.S. markets, as well s in several other key areas, such as California, Florida and Texas. In addition, the growth in our
calling card revenues resulted from the expansion of our distribution network beyond our traditional Northeastern U.S. territory, as well as the

contimed strong growth of Buropean operations, both in our U.K. market as well as in other markets such as Spain, Germany and the
Netherlands. Throughout the quarter, several of the recently-lannched cards entered the higher-margin, more profitable stages of their
lifecycles, resulting in higher overall calling card margins in the United States, when compared to the second quarter of Fiscal 2003.

Calling card sales as a percentage of IDT Telecom’s Retail Telecommunications Services revenues decreased from 89.5% in the three months
ended Agpril 30, 2002 to 86.9% in the three months ended April 30, 2003, as revenues from consumer long distance services grew at a faster
rate than did calling card revenues. Revenues from consumer long distance services, in which we act as a switchless reseller of another
company's network, experienced significant growth in the three months ended April 30, 2003, with revenues increasing 31.3%, from $29.7

million in the three months ended April 30, 2002 to $39.0 million in the three months ended
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April 30, 2003, The consumer long distance revenue increase is attributable to the continued growth of our flat-rate, $0.05 a mimute long
distance calling plan, which has been driven by increased marketing expenditures, resulting in a significant increase in the mumber of
consumer long distence customers, At April 30, 2003, we had approximately 622,000 active customers for our consumer long distance
services, compared to approximately 409,000 customers at April 30, 2002, Beginning in early Fiscal 2003, we significantly increased the
marketing and.advertising expenditures of our consumer long distance business, in an attempt to accelerate the growth of our customer base.
These expenditures, while reducing consumer long distance operating profits in the near term, are expected {o lead to a rise in the number o
active customers, revenues and profits over the longer term. In addition, as our customer base has grown, we have begun to place an increase
emphasis on customer retention initiatives, Accordingly, our marketing efforts for our consumer long distance business is now focused on
customer retention and increasing the average revenue per customer, in addition to attracting new customers.

Revenues from IDT Telecom’s other Retail Telecommunications Services businesses, consisting primarily of call reorigination services,
amounted to $0.5 million in the three months ended April 30, 2002, versus $0.2 million in the three months ended April 30,2003.

IDT Telecom’s Wholesale Telecommunications Services revenues increased 38.2%, from $79.0 million in the three months ended April 30,
2002 to $109.2 million in the three months ended April 30, 2003, As a percentage of IDT Telecom’s total revenues, Wholesale
Telecommimications Services revenues increased from 21.7% in the three months ended April 30, 2002 to 26.7% in the three months ended
April 30, 2003. The increase in revenues resulted from the growth in wholesale carrier minutes, despite a significant decline in the average
revenue-per-minute. In recent years, IDT Telecom's wholesale carrier business has curtailed or ceased completely its sales to financially
unstable carriers. During the three months ended April 30, 2003, IDT Telecom continued to rebuild its customer base through the addition of
new customers and by increasing sales to its larger, more financially stable customers. Increased sales to international telecom carriers
accounied for the bulk of the growth in revenues and gross profits during the quarter.

Direct Cost of Revenues. Direct cost of revenues for IDT Telecom increased 14.4%, from $276.2 million in the three months ended April
30, 2002 to $316.1 million in the three months ended April 30, 2003, due to the higher revenue and minutes base. As a percentage of total
IDT Telecom’s revenues, direct costs increased to 77.3% in the three months ended April 30, 2003, from 75.8% in the three months ended

April 30, 2002, The increase in direct costs as a percentage of total revemnes is atiributabie to the competitive pricing environment within the
telecommunications industry, which resulted in lower revenme per minnte price realizations.

Selling, General and Administrative. IDT Telecom’s selling, general and administrative expenses decreased 1.9%, from $62.6 million in the
three months ended April 30, 2002 to $61.4 million in the three months ended April 30, 2003. As a percentage of IDT Telecom’s total
revenues, selling, general and administrative expenses were 17.2% in the three months ended April 30, 2002, compared to 15.0% in the three
months ended April 30, 2003. IDT anticipates that selling, general and administrative expenses will remain steady, in absolute dollar terms,
over the next few quarters, and should therefore represent a smaller percentage of revenues, as overall revenues increase.

Depreciation and Amortization, IDT Telscom’s depreciation and amortization expense rose 20.0%, from $13.0 million in the three months
ended April 30, 2002, to $15.6 million in the three months ended April 30, 2003, reflecting the continued expansion of our fixed asset base,
as we invest to accommodate our current and anticipated firture growth, As a percentage of IDT Telecom’s total revenues, depreciation and

amortization expense was 3.8% in the three months ended April 30, 2003 compared to 3.6% in the three months ended April 30, 2002.

Non-cash Compensation. DT Telecom recorded non-cash compensation of $0.2 million in the three months ended April 30, 2003, relating
: to stock options granted to certain non-employee consultants,
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Income from Operations. 1DT Telecom recorded income from operations of $12.5 million in the three months ended April 30, 2002,
compared to income from operations of $15.7 million in the three months ended April 30, 2003, The increase in income from operations
resulted primarily from the revenue growth end improved gross margins.

IDT Solutions Segment

Revenues. Revenues from IDT Solutions decreased 37.2%, from $33.1 million in the three months ended April 30, 2002 to $20.8 million i
the thrée months ended April 30, 2003, The third fiscal quarter of 2002 marked the first full quarter of IDT"s ownersh1p of IDT Solutions.
Since the acquisition of the Winstar assets in December 2001, IDT has significantly restructured and downsized the acquired business
incloding the discontinuation of certain product lines and the exiting of certain geographic locations. These decisions accounted in large par
for the decline in revenues versus the prior year.

Throughout the remainder of Fiscal 2003, IDT Solutions will continue to focus its sales force towards targeting small and medium sized
businesses which are concentrated within IDT Solutions® footprint of 3,000 provision-ready buildings (i.e., buildings in which IDT Solutions

technology is currently deployed). IDT Solutions will also continue to target Fortune 500 companies, as well as the various civilian and
defense agencies of the U.S, government. IDT Solutions will also be developing an agent channel to support its existing sales force initiatives

Direct Cost of Revenues. Direct cost of revenues for IDT Solutions decreased 50.8%, from $42.1 million in the three months ended April
30, 2002 to $20.7 million in the three months ended April 30, 2003, The decrease in direct cost of revenues is due to the restructuring and
dovwnsizing efforts noted above, as well as IDT’s efforts to groom the Winstar network to better reflect the needs of its cmrzent customer base
Direct cost of revenues consist primarily of two components, connectivity for the network backbone and lease payments for the networlk of
provision-ready buildings. Network backbone costs for the three months ended April 30, 2003 totaled $13.5 million, accounting for 65.2% o}
total direct cost-of revenues. Direct cost of revenues for the three months ended April 30, 2003 associated with lease payments for the
building network were §7.2 million.

Selling, General and Administrative. Selling, general and administrative expenses of IDT Solutions decreased 45.3%, from $29.6 million in
the three months ended April 30, 2002 to $16.2 million in the three months ended April 30, 2003. The decrease is primarily due to the
signiﬁcant cost saving measures undertaken by IDT subsequent to the acquisition of the Winstar assets, which included & significant reduction
in headcount. The main component of selling, general and administrative expenses for the three months ended April 30, 2003 was employee
compensation and benefits, accounting for $11.9 million, or 73.5% of total selling, general and administrative expenses. Since the acquisition
of the Winstar assets in December 2001, the number of employees of Winstar has been reduced from approximately 750 to approximately 520
as of April 30, 2003.

Depreciation and Amortization. Depreciation and amortization was $2.9 million in the three months ended April 30, 2002 compared to $3.6

million in the three months ended April 30, 2003, As a percentage of IDT Solutions’ revenues, depreciation and amortization increased from

8.8% in the three months ended April 31, 2002 to 17.3% in the three months ended April 30, 2003, primarily due to the lower revenue base as
discussed above.

Non-cash Compensation. IDT Solutions recorded non-cash compensation of $2.3 million in the three months ended April 30, 2002, as a
result of modifications to stock option agreements of certain terminated employees.
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Loss from Operations. IDT Solutions’ loss from operations in the three months ended April 30, 2002 was $43.9 million, compared to $19.

million in the three months ended April 30, 2003, The decrease in loss from operations is due to the significant cost saving measures
undertaken by IDT subsequent to the acquisition of the Winstar assets, which inciuded the downsizing of the Winstar network and a
significant reduction in headcount, as described above,

Media Segment

In May 2003, Media’s Digital Production Solutions unit (which operates Media’s animation business line) acquired a controlling interest it

Film Roman, Inc., an independent animation company, through the purchase of newly-issued shares of Film Roman common stock. For the

year ended December 31, 2002, Film Roman reported revenues of $43.3 million and a net loss of $8.6 million. In the upcoming quarters, ou
results from operations will include the consolidation of Film Roman.

Revenyes. Revenues from Media’s businesses increased 31.0%, from §4.2 million in the three months ended April 30, 2002 to $5.5 millic:

in the three months ended April 30, 2003. In Fiscal 2002, Media gradually exited its Digital Subscriber Line (“DSL*) business. Currently,
Media’s revenues are primarily comprised of revenues from its CTM Brochure Display, Inc. business, a brochure distribution company.

Direct Cost of Revenues. Direct cost of revermes decreased from $0.7 million in the three months ended April 30, 2002 to $0.4 million in
the three months ended April 30, 2003, As a percentage of Media’s revenues, these costs decreased from 16.7% for the three months ended
April 30, 2002 to 7.3% for the three months ended April 30, 2003, Most of Media’s businesses remain in the early stages of their
development. As such, we anticipate that direct costs will continue to account for a relatively small percentage of Media’s revenues, with mos
of the expenses associated with these businesses to be incurred in the form of selling, general, administrative and development costs.

Selling, General and Adminisirative. Selling, general and administrative expenses decreased 16.9%, from $8.3 million in the three months
ended April 30, 2002 to $6.9 million in the three months ended April 30, 2003. The decrease in selling, general and administrative expenses
reflect the exit from the DSL Internet access business and from the video-streaming business, as well as the general refocusing of the portfohic
of businesses towards media related businesses. In addition, during Fiscal 2002, Media implemented stricter management controls over
operating expenses. Partially offsetting the general reduction in costs were additional expenses incurred with the startup of 2 newly created
customer service outsourcing operation.

Deprecintion and Amortization. Depreciation and amortization expense was $0.1 million in the three months ended April 30, 2002, versus
$0.6 million in the three months ended April 30, 2003, As a percentage of revenues, depreciation and amortization expense increased to
10.9% in the three months ended Apnl 30, 2003, from 2.4% in the three months ended April 30, 2002,

Loss from Operations. Loss from operations in the three months ended April 30, 2002 was §5.0 million, compared to a loss from operations
of $2.3 million in the three months ended April 30, 2003, reflecting primarily the lower level of selling, general and administrative expenses
resulting from stricter management conirols over operating expenses, as well as the refocusing of the segment’s business portfolio towards
media related businesses.

IDT Internet Telephony Segment

The Internet Telephony business segment reflects the results of Net2Phone, which we reconsolidated effective August 1, 2002. Accordingly,
the results of operations for the Internet Telephony segment, which will be detailed below, will contain only references to the three months
ended April 30, 2003. We will not make reference to the three months ended April 30, 2002, as Net2Phone was not consolidated during that
period. As of April 30, 2003, IDT"s ownership interest in Net2Phone was approximately 18.6%. Accordingly, IDT recorded approximately
81.4% of Net2Phone’s results atiributable to the remaining shareholders in the minority interests line of the condensed consolidated
statements of operations. Prior to August 1, 2002, we accounted for our investment in Net2Phone under the equity method of accounting and,
accordingly, such results were included in the equity in loss of affiliates line of the condensed consolidated statements of operations. For the
three and nine months ended April 30, 2002, our equity in the loss of Net2Phone was $25.1 million and $41.8 million, respectively.
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Revenues. Net2Phone’s revenues are primarily derived from per-minute charges billed to its customers on a prepaid basis and from the sa

of Internet telephony equipment and services to resellers and other carriers. Revenues were $19.6 million for the three months ended April 3
2003.

Direct Cost of Revenues. Net2Phone’s direct cost of revennes consists primarily of network costs associated with carrying customer traffi
on its network, wholesale costs of Internet telephony devices, ad ssrving costs and e-mail box hosting fees. It also includes the cost of
purchasing, storing and shipping Internet telephony equipment. Total direct cost of revenues, exchuding depreciation and amortization, was
$10.0 million in the three months ended April 30, 2003. As a percentage of total revenues, total direct costs was 51.0% in the three months
ended April 30, 2003,

Selling, General and Administrative. ~ Selling, general and administrative expenses consist of employee salaries and benefits, the expenses
associated with acquiring customers, including commissions paid to sales partners, advertising costs, referral fees and amounts paid to
strategic partners in connection with revenue-sharing arrangements, and the costs of insurance, legal services, rent, utilities, shipping,

consulting and other items. Selling, general and administrative expenses were $12.7 million in the three months ended April 30,2003, Asa

percentage of total revenues, these costs were 64.8% in the three months ended April 30, 2003. Net2Phone anticipates that selling, general
and administrative expenses (exchuding restructuring, severance and impairment charges) will decrease for the remainder of Fiscal 2003, as i
benefits from the effects of the restructuring of its operations.

Depreciation and Amortization. Depreciation and amortization expense was $2.3 million in the three months ended April 30, 2003. As a
percentage of total revenues, depreciation and amortization expense was 11.7% in the three months ended April 30, 2003.

Non-cash Compensation. Non-cash compensation was $2.7 million in the three months ended April 30, 2003, Net2Phone’s non-cash
compensation was primarily attributable to a $1.3 million charge for the amortization of the discount of ADIR shares sold to Net2Phone and
ADIR employees in Fiscal 2001, The total discount of approximately $17.9 million is being amortized over the vesting period of such shares,

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges were $1,7 million in the three months
ended April 30, 2003, resulting primarily from severance incurred for certain former executives of Net2Phone.

Loss from Operations., Net2Phone’s loss from operations was $9.8 million in the three months ended April 30, 2003,

Corporate

Our Corporate costs consist of corporate services, such as treasury management costs, corporate governance costs, public relations, corporate

management and legal costs, corporate insurance, and other general corporate expenses, as well as depreciation expense on corporate assets.

Such corporate services are shared generally by our other operating segments, and are not allocable to any specific segment. Corporate does
not generaie any revenues, nor does it incur any direct cost of revenues.

Selling, General and Adminisirative. We incurred $5.9 million in corporate selling, general and administrative expenses in the three months
ended April 30, 2002, compared to $7.8 million incurred in the three months ended April 30, 2003. The increase is due largely to increased
costs of litigation against Telefonica and Terra Networks, S.A. As a percentage of our total consolidated revenues, corporate selling, general
and administrative expenses were 1.5% in the three months ended April 30, 2002, compared to 1.7% in the three months ended April 30,
2003.
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Depreciation and Amortization. Depreciation expense decreased from $0.6 million for the three months ended Apnl 30, 2002 to 30.4
million for the three months ended April 30, 2003.

Non-cash Compensation. Non-cash compensation charges were $13.7 million in the three months ended April 30, 2003. On April 25, 200!
all then outstanding stock options exercisable for shares of our common stock (which were exercisable for an aggregate of 1,9 million shares
were amended to instead be exercisable for an equal number of shares of our Class B common stock, Because these options were originally
recorded under APB No. 25, a new measurement date was triggered and the options were required to be accounted for under the intrinsic
value method of accounting. Accordingly, we recorded a non-cash compensation charge for the three months ended April 30, 2003 of $13.7
million for the modification of the options.

Loss from Operations. Loss from operations was $6.5 million in the three months ended April 30, 2002, compared to $21.8 million in the
three months ended April 30, 2003, as a result of the higher selling, general and administrative expenses and non-cash compensation noted
above.

Nine Months Ended April 30, 2003 Compared to Nine Months Ended April 30, 2002
Results of Operations

We evaluate the performance of our operating business segments based primarily on income (loss) from operations. Accordingly, certain
adjustments are properly not reflected in the operating business segments discussions, but are only reflected in our Consolidated discussion.

Consolidared

Revenues. Our revenues increased 21.0%, from 31,114.9 million in the nine months ended April 30, 2002 to $1,348.8 million in the nine
months ended April 30, 2003. Excluding revemues from our IDT Solutions segment, which was acquired in December 2001, and our Internet
Telephony segiment, consisting of Net2Phone, which was reconsolidated effective August 1, 2002, our revenues increased 14.8%, from
$1,062.6 million in the nine months ended April 30, 2002 to $1,219.5 million in the nine months ended April 30, 2003, The increase in our
consolidated revenues (excluding our IDT Solutions and Internet Telephony segments) is mainly attributable to a 14.9% increase in IDT
Telecom’s revenues. The growth in IDT Telecom’s revenues primarily resulted from a 47.0% growth in minutes of use (excluding minutes
related to our consumer long distance business, which are not carried through our own network), from 8.3 billion in the nine months ended
April 30, 2002 to 12.2 billion in the nine months ended April 30, 2003.

Direct Cost of Revenues. Direct cost of revenues increased by 17.8%, from $879.6 million in the nine months ended April 30, 2002 to
$1,036.2 million in the nine months ended April 30, 2003. Excluding direct costs of revennes from our IDT solutions and Internet Telephony
segments, direct cost of revenuss increased 13.8%, from §817.1 million in the nine months ended April 30, 2002 to $929.7 million in the nine

months ended April 30, 2003. As a percentage of total revenues, direct costs decreased from 78.9% in the nine months ended April 30, 2002
to 76.8% in the nine months ended April 30, 2003 (and decreased from 76.9% to 76.2% excluding our IDT Solutions and Intemnet Telephony
segments). The decline in direct costs as a percentage of revenues is atiributable to overall higher revenues due to the growth of minutes-of-
use and becanse of continued operating efficiency gains and lower prices from suppliers.

Selling, General and Adminisirative.  Selling, gcneral and administrative expenses increased 18.9%, from $266.5 million in the nine months
ended April 30, 2002 to $316.9 million in the nine months ended April 30, 2003. Excluding selling, general and administrative expenses from
our IDT Solutions and Internet Telephony segments, selling, general and administrative expenses increased 2.9%, from $219.4 million in the
nine months ended April 30, 2002 to $225.8 million in the nine months ended April 30, 2003, due primarily to the increased sales and
marketing efforts of IDT Telecom as well as increased salaries, facilities costs and professional fees related to the expansion of onr
infrastructure and bases of operation to facilitate our current and anticipated future
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growth. As a percentage of total revenues, selling, general and administrative expenses decreased from 23.9% in the nine months ended Apr
30, 2002 to 23.5% in the nine months ended April 30, 2003 (and from 20.6% to 18.5% excluding our IDT Solutions and Intermet Telephom
segments). Selling, general and administrative expense declined as 2 percentage of revenues (excluding IDT Solutions and Internet
Telephony) due primarily to the significant growth in our revenues for the nine months ended April 30, 2003.

Depreciation and Amortization. Depreciat'lon and amortization expense increased 39.5%, from $46.8 million in the nine months ended
April 30, 2002 to $65.3 million in the nine months ended April 30, 2003, Excluding depreciation and amortization expense from our IDT
Solutions and Intemet Telephony segments, depracmnon and amortization expense increased 10.9%, from $43.6 million in the nine months
ended April 30, 2002 to $48.3 million in the nine months ended April 30, 2003, primarily as a result of our higher fixed asset base during th
nine months ended April 30, 2003, reflecting the expansion of our telecommunications network infrastructure and facilities. As 2 percentage
of revenues, depreciation and amortization expense increased from 4.2% in the nine months ended April 30, 2002 to 4.8% in the nine month
ended April 30, 2003 (and decreased from 4.1% to 4.0% excluding our IDT Solutions and Internet Telephony segments),

Settlement by Net2Phone of Litigation. Gain on settlement by Net2Phone of litigation was $58.0 million for the nine months ended April 3
2003. Refer to the respective section of the Internet Telephony segment for a full discussion on the gain on settlement by Net2Phone of
litigation,

Non-cash Compensation. Non-cash compensation charges were $23.8 million in the nine months epded April 30, 2003 compared to $2.3
million in the nine months ended April 30, 2002. Refer to the respective sections of the Telecom, IDT Solutions, Corporate and Internet
Telephony segments for a discussion on non-cash compensation charges.

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges increased from $2.8 million in the
nine months ended April 30, 2002 to $9.0 million in the nine months ended April 30, 2003. Refer to the respective sections of the Internet
Telephony and IDT Telecom segments for a full discussion on restructuring, severance and impairment charges.

Loss from Operations. Our loss from operations was $83.2 million in the nine months ended April 30, 2002 compared to a loss from
operations of $44.3 million in the nine months ended April 30, 2003, Excludmg the loss from operations of our IDT Solutions and Internet
Telephony segments, our loss from operations was $20.2 million in the nine months ended April 30, 2002, compared to $2.5 million in the

nine months ended April 30, 2003. The reduction in our loss from opcrahons (excluding our IDT Solutions and Internet Telephony segments)
was diie prirnarily to IDT Telecom’s increased revemies, gross margins and operating income, partially offset by one-time non-cash
compensation charpes.

Inierest. Net interest income was $15.5 million in the nine months ended April 30, 2002, compared to net interest income of $21.3 million
in the nine months ended April 30, 2003.

Other Income (Expense). Other income (expense) amounted to an expense of $50.1 million in the nine months ended April 30, 2002,
compared to income of §3.3 million in the nine months ended April 30, 2003. Included in other income in the nine months ended April 30,
2003, were losses of $3.8 million associated with recording our pro-rata share of an affiliate’s losses, through the eqnity method of
accounting, a charge of $4.7 million related to an obligation to guarantee to AT&T the value of 1.4 million shares of IDT Class B common
stock owned by AT&T, and net losses from other investments totaling $10.4 million.

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media’s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. In connection with this sale, we
recognized a gain of $22.4 million during the nine months ended April 30, 2003,
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Included in other expense in the nine months ended April 30, 2002 were losses of $41.8 million associated with recording our pro-rata shar
of Net2Phone’s net losses through the equity method of accounting, a charge of §3.7 million related to an obligation to guarantes to AT&T
the value of 1.4 million shares of IDT Class B common stock owned by AT&T, and net losses from other investments totaling $4.6 million

Minority Interests. Minority interests were $15.5 million and $47.0 million for the nine months ended April 30, 2002 and 2003

respectively. The $31.5 million increase in minority interests was primarily attributable to the reconsolidation of Net2Phone, of which x;ze ov
18.6% as of April 30, 2003. Accordingly, we recorded in minority interests the percentage of Net2Phone’s results attributable to the
' remaining sharsholders of Net2Phone (81.4% as of April 30, 2003).

Income Taxes. We recorded an income tax benefit of $55.2 million in the nine months ended April 30, 2002, compared to anincome tax

benefit of $40.8 million in the nine months ended April 30, 2003.

Cumulative Effect of Accounting Change. In accordance with our adoption of SFAS No. 142, as of August 1, 2001, we performed the

required impairment tests of goodwill and recorded an impaimment charge of $147.0 million, net of income taxes of $3.5 million, for the nine

months ended April 30, 2002. The impairment charge was recorded as a cumulative effect adjustment of a change in accounting principle. N
such charges were recorded during the nine months ended April 30, 2003.

Net Loss. Our consolidated net loss, after the cumulative effect adjustment of a change in accounting principle detailed above, was $225.1

million in the nine months ended April 30, 2002 compared to consolidated net loss of §25.9 million in the nine months ended April 30, 2003
The recording of a net loss in the nine months ended April 30, 2002 and 2003, was a result of the combined factors for each of the segments
discussed below, as well as those items detziled above,

IDT Telecom—Retail Telecommunications Services and Whelesale Telecommunications Services Segments

IDT Telecom’s revenues increased 14.9%, from $1,047.0 million in the nine months ended April 30, 2002 to $1,203.0 million ir
the nine months ended April 30, 2003.

Revenues.

IDT Telecom’s revennes increased primearily as a result of a 47.0% growth in minmtes of use (excluding mimutes related to our consumer long
distance business, which are not carried through our own netwark) from 8.3 billion in the nine months ended April 30, 2002 to 12.2 billion in
the nine months ended April 30, 2003. IDT Telecom expenenced growth in mimtes of use in both its Retail Telecommumcahons Services
and Wholesale Telecommunications Services segments, in both the U.S. and international operations. IDT Telecom’s minutes of use grew at a
faster rate than did its revenues, reflecting a decline in its average revenue-per-minute, from $0.116 during the nine months ended April 30,
2002 to $0.088 in the nine months ended April 30, 2003, IDT Telecom’s decrease in its average revenue-per-minute is due to a mumber of

factors, including (i) continued competition in both retail and wholesale markets, and (if) introduction of new calling cards

Revenues from IDT Telecom’s Retail Telecommumnications Services segment increased $89.4 million, or 10.8%, from $825.5 million in the
nine months ended April 30, 2002 to $914.9 million in the nine months ended April 30, 2003. This growth was largely the result of a $54.5
million increase in sales of IDT-branded calling cards and a $34.7 million increase in consumer long distance revenues. As a percentage of
IDT Telecom’s averall revenue, Retail Telecommunications Services’ revenues decreased from 78.8% in the nine months ended April 30,
2002 to 76.1% in the nine months ended April 30, 2003, 28 revemmes from our Wholesale Telecommunications Services segment grew at a
faster rate than did our retail businesses revenues. IDT Telecom’s calling card sales increased 7.3%, from $745.5 million in the nine months
ended April 30, 2002 to $800.0 million in the nine months ended April 30, 2003, fueled by the introduction of several new calling cards

Calling card sales as a percentage of IDT Telecom’s Retail Telecommumications Services revenues decreased from 90.3% in the nine months
ended April 30, 2002 to 87.4% in the nine months ended April 30,
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2003, as revenues from consumer long distance services grew at a faster rate than did calling card revenues, Revenmes from consurner long
distance services, in which we act as a switchless reseller of another company’s network, experienced significant growth in mimutes of use i
the nine months ended April 30, 2003, with revenues increasing 45.7%, from $78.2 million in the nine months ended April 30, 2002 to $113
million in the nine months ended April 30, 2003. The consumer long distance revenue increase is atiributable to the continued growth of on
flat-rate, $0.05 a minute long distance calling plan, which has been driven by increased marketing expenditures, resulting in a significant
increase in the number of consumer long distance customers.

Revenues ffom IDT Telecom’s other Retzil Telecomnmunications Services businesses, consisting primarily of call reorigination services,
amounted to $1.9 million in the nine months ended April 30, 2002, versus $1.0 million in the nine months ended April 30, 2003.

IDT Telecom’s Wholesale Telecommunications Services revenues increased 30.1%, from $221.5 million in the nine months ended April 30
2002 to $288.2 million in the nine months ended April 30, 2003, As a percentage of IDT Telecom’s total revenues, Wholesale
Telecommmmications Services revenues increased from 21.2% in the nine months ended April 30, 2002 to 24.0% in the nine months ended
April 30, 2003, The increase in revenues occurred as a result of an increase in wholesale carrier minutes, despite a significant decline in the
average Irevenue-per-minute,

Direct Cost of Revenues. Direct cost of revenues for IDT Telecom increased 13.9%, from $815.3 million in the nine months ended April 3(
2002 to $928.3 million in the nine months ended April 30, 2003, due to the higher revenue and minutes base. As a percentage of total IDT
Telecom’s revenues, direct costs declined to 77.2% in the nine months ended April 30, 2003, from 77.9% in the nine months ended April 30,
2002. The decrsase in direct costs as a percentage of total revenues is attributable to overall higher revenues due to the strong growth of
minutes-of-use and because of continued operating efficiency gains and lower prices from suppliers. The decrease in direct costs as a
percentage of total revenues occurzed despite the lower revenne per minute price realization and despite increases in our costs for toll-free
“800” traffic, and network related costs, due to our strong growth of minutes-of-use.

Selling, General and Administrative. IDT Telecom’s selling, general and administrative expenses increased 5.1%, from $172.9 million in
the nine months ended April 30, 2002 to $181.7 million in the nine months ended April 30, 2003. The increase in selling, general and
administrative expenses for IDT Telecom’s operations is due to several factors, including increased sales and marketing efforts for our Retail
Telecommunications Services segment, such as calling cards and consumer long distance, as well as increased salaries, facilities costs and
professional fees related to the expansion of our infrastructure and bases of operation to facilitate our current and anticipated fature sales
growth. As a percentage of IDT Telecom's total revenues, selling, general and administrative expenses were 16.5% in the nine months ended

April 30, 2002, compared to 15.1% in the nine months ended April 30, 2003. ‘

Depreciation and Amortization. IDT Telecom’s depreciation and amortization expense rose 16.2%, from $39.4 million in the nine months
ended April 30, 2002, to $45.8 million in the nine months ended April 30, 2003, refiecting the continned expansion of our fixed agset base, as
we invest to accommodate our current and anticipated future growth. As a percentage of IDT Telecom’s total revenues, depreciation and
amortization expense was 3.8% in the nine months ended April 30, 2002 and 2003.

Non-cash Compensation. DT Telecom recorded non-cash compensation of $2.5 million in the nine months ended April 30, 2003, primarily
attributable to the modification of stock option agreements of certain terminated employees.

Restructuring, Severance, and Impairment Charges.  Impairment charges of §2.8 million and §1.5 million were recorded by IDT Telecom
during the nine months ended April 30, 2002 and 2003, respectively, resulting primarily from the write down of certain decommissioned
Buropean telecommunications switch equipment, and the write-off of a discontinued Indefeasible Right of Use (“IRU"™), respectively.
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Income from Operarions. IDT Telecom recorded income from operations of $16.7 million in the nine months ended April 30, 2002,
compared to income from operations of $43.4 million in the nine months ended April 30, 2003. The increase in income from operations
resulted primarily from the revenue growth and improved gross margins.

IDT Solutions Segment

We acquired the assets currently held by Winstar on December 19, 2001, Accordingly, the results of operations for our IDT Solutions
segment, which operates through Winstar, for the nine months ended April 30, 2002, reflect only the results of operations during such perio
that we owned and operated Winstar,

Revenues. Revenues from IDT Solutions increased 26.0%, from $52.3 million in the nine months ended April 30, 2002 to $65.9 million i
the nine months ended April 30, 2003. The increase in revenues is due to the fact that the Winstar assets were acquired in December 2001,
and therefore generated revenues for only a portion of the nine months ended April 30, 2002.

Direct Cost of Revenues. Direct cost of revenmes for IDT Solutions increased 17.6%, from $62.5 million in the nine months ended April 3(
2002 10 §$73.5 million in the nine months ended April 30, 2003. The increase in direct cost of revenues is due to the fact that the Winstar
assets were acquired in December 2001 and therefore generated revenues and costs for only a portion of the nine months ended April 30,

2002. Direct cost of revenues consist primarily of two components, connectivity for the network backbone and lease payments for the networ

of provision-ready buildings. Network backbone costs for the nine months ended April 30, 2003 totaled $51.0 million, accounting for 69.4%
of total direct cost of revenues. Direct cost of revenues for the nine months April 30, 2003 associated with lease payments for the building
network were §22.0 million.

Selling, General and Administrative.  Selling, general and administrative expenses of IDT Solutions increased 6.4%, from $47.1 million in
“the nine months ended April 30, 2002 to $50.1 million in the nine months ended April 30, 2003, The increase is due to the fact that the
‘Winstar assets were acquired in December 2001 and therefore generated revenues and expenses for only a portion of the nine months ended
April 30,2002, The main component of selling, general and administraive expenses for the nine months ended April 30, 2003 was employet
compensation and benefits, accounting for $25.6 million, or about 71.1% of total selling, general and administrative expenses.

Depreciation and Amortization. Depreciation and amortization expense increased 197.0%, from $3.3 million in the nine months ended
Agpril 30, 2002 to-$9.8 million in the nine months ended April 30, 2003, The increase is due to the fact that the Winstar assets were acquired
in December 2001, and therefore depreciation on such assets was only recorded for a portion of the nine months ended April 30, 2002, As a
percentage of IDT Solutions revennes, depreciation and amortization was 6.3% in the nine months ended April 30, 2002 compared to 14.9%

in the nine months ended April 30, 2003.

Non-cash Compensation. IDT Solutions recorded non-cash compensation of $2.3 million in the nine months ended April 30, 2002,
attributable to the modification of stock option agreements of certain terminated employees.

Loss from Operations. IDT Solutions® loss from operations in the nine months ended April 30, 2002 was $63.0 million, compared to §67.5
million in the nine months ended April 30, 2003, The increase in loss from operahons is primarily attributable to the increase in selling,
general and administrative expenses and in depreciation and amortization, as the nine months ended April 30, 2002 reflect only the results of
operations during such period that we owned and operated Winstar.

Media Segment

Revenues. Reverues from the Media segment increased 5.8%, from §15.6 million in the nine months ended April 30, 2002 to §16.5 million
in the nine months ended April 30, 2003, In Fiscal 2002, Media gradually exited its DSL business. Currently, Media’s revemieas ame primarily
comprised of revenues from CTM.
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Direct Cost of Revenues. Direct cost of revennes decreased from $1.8 million in the nine months ended April 30, 2002 to $1.5 million in t

nine months ended April 30, 2003, As a percentage of Media's revenues, direct cost of revenues decreased ffom 11.5% in the nine months
ended April 30, 2002 to 9.1% in the nine months ended April 30, 2003. Most of Media’s businesses remain in the early stages of their
development. As such, we anticipate that direct costs will continue to account for a relatively small percentage of Media’s revenues, with mc
of the expenses associated with these businesses to be incurred in the form of selling, general, administrative and development costs

Selling, General and Administrative. Selling, general and administrative expenses decreased 30.1%, from $28.9 million in the nine month
ended April 30, 2002 to $20.2 million in the nine months ended April 30, 2003. The decrease in selling, general, and administrative expense
veflect the exit from the DSL Internet access business and from the video-streaming business, as well as the general refocusing of the portfols
of businesses towards media related businesses. In addition, during Fiscal 2002, Media implemented stricter management controls over
operating expenses. Partially offsetting the general reduction in costs were additional expenses incurred with the startup of a newly created
customer service operation.

Depreciation and Amortization. Depreciation and amortization expense was $2.2 million in the nine months ended April 30, 2002, versus
$1.2 million in the nine months ended April 30, 2003, This decrease is due to the reduced fixed asset base resulting from our sale of our
former DSL business. As a percentage of revenues, depreciation and amortization expense fell to 7.3% in the nine months ended April 30
2003, from 14.1% in the nine months ended April 30, 2002,

Loss from Operations. Loss from operations in the nine months ended April 30, 2002 was §17.2 million, compared to a loss from operation
of $6.4 million in the nine months ended April 30, 2003, reflecting the Jower level of selling, general and administrative expenses resulting
from siricter management conirols over operating expenses, as well as the refocusing of the segment’s business portfolio towards media
related businesses,

IDT Internet Telephony Segment

The Internet Telephony business segment reflects the results of Net2Phone, which was reconsolidated effective August 1, 2002. Accordingly,
the results of operations for our Internet Telephony segment, consisting of Net2Phone, will contain only references to the nine months ended
April 30, 2003, during which we reconsolidated Net2Phone. We will not make reference to the results for the nine months ended April 30,
2002, as Net2Phone was not consolidated during that period.

Revenues. Revenues were $63.4 million for the nine months ended April 30, 2003. During the nine months ended April 30, 2003

Net2Phone has concentrated its marketing and sales efforts towards bujlding up activities to generate revenues in relatively high-margin
services, such as international communications services, during the upcoming periods.

Direct Cost of Revenues. Total direct cost of revenues, excluding depreciation end amortization, was $33.0 million in the nine months ended
April 30, 2003, As a percentage of total revenues, total direct costs was 52.1% in the nine months ended April 30, 2003,

Selling, General and Administrative. Selling, general and administrative expenses were $41.0 million in the nine months ended April 30,
2003. As 2 percentage of total revenues, these costs were 64.7% in the nine manths ended April 30, 2003,

Depreciation and Amortization. Depreciation and amortization expense was $7.2 million in the nine months ended April 30, 2003. As a
percentage of total revenues, depreciation and amortization expense was 11.4% in the nine months ended April 30, 2003,
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Settlement by Net2Phone of Litigation. Gain on settlement by Net2Phone of litigation was $58.0 million in the nine months ended April :
2003. On March 19, 2002 Net2Phone and its ADIR Technologies, Inc. subsidiary filed suit in the United States District Court for the Distr

ofNew Jersey against Cisco Systems, Inc. and a Cisco executive who had been 2 member of ADIR's board of directors. The suit arose out

the relationships that had been created in connection with Cisco’s and Net2Phone's original investments in ADIR and out of ADIR’s
subsequent purchase of NetSpeak, Inc. in Augunst 2001, The parties settled the suit and all related claims against Cisco and the Cisco

executive in exchange for: (i) the transfer, during the first quarter of Fiscal 2003, to Net2Phone of Cisco’s and Softbank Asia Infrastructur

Fund’s respective 11.5% and 7.0% interests in ADIR, and (if) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone ar

ADIR. As a result of this settlement, Net2Phone recognized for the quarter ended October 31, 2002, a gain of $58.4 million consisting of (i
$38.9 million reduction in Net2Phone’s minority interests in ADIR as a result of the transfer of the ADIR shares and (if) the receipt of

settlement proceeds of $19.5 million. During the second quarter of Fiscal 2003, Net2Phone recorded an additional $0.4 million in executiv

compensation expense directly related to the Cisco settlement.

Non-cash Compensation. Non-cash compensation was $7.1 million in the nine months ended April 30, 2003, Net2Phone’s non-cash

compensation primarily resulted from a charge of $1.0 million relating to repriced options which are subject to vaﬁable accounting treatmer
and therefore must be marked-to-market each guarter, and a charge of §3.8 million for the amortization of the discount of ADIR shares sold
Net2Phone and ADIR employees in Fiscal 2001.

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges were $7.6 million in the nine month
ended April 30, 2003, resulting primarily from severance of $3.2 million, relating to the consolidation in the first quarter of Fiscal 2003 of
Net2Phone'’s development and support organizations. In addition, Net2Phone recorded $3.0 million of severance costs for certain former
executives, $1.9 million of asset impairment charges, and $1.8 million of costs to exit various locations and eliminate network buildouts.
These costs were partially offset by NeﬂPhone s reversal of a reserve related to successful settlement negotiations vnth vendors regarding
cancellation charges.

The following table summarizes the charges included in restructuring, severance and impairment charges in the condensed consalidated
statements of operations:

Income from Operations. Income from Net2Phone’s operations was $25.7 million in the nine months ended April 30, 2003, Excluding $7.6

million of restruciuring, severance and impairment charges and a $58.0 million gain from the settlement by Net2Phone of litigation,
Net2Phone’s loss from operations in the nine months ended April 30, 2003 was §24.7 million.

Corporate

Our Corporate costs consist of corporate serviees, such as freasury management costs, corporate governance costs, public relations, corporate
management and legal costs, corporate insurance, and other general corporate expenses, as well as depreciation expense on corporate assets.
Such corporate services are shared generally by our other operating segments, and are not allocable to any specific segment. Corporate does

not generate any revenues, nor does it incur any direct cost of revennes.
Selling, General and Administrative.

We incurred $17.6 million in corporate selling, general and administrative eXpenses in the nine months
ended April 30, 2002, compared to $23.9 million incurred in the nine months ended April 30, 2003, The increase is due largely to increased

costs of litigation against Telefonica and Terra Networks, 5.A. As a percentage of our total consolidated revenues, corporate selling, general
and administrative expenses were 1.6% in the nine months ended April 30, 2002, compared to 1.8% in the nine months ended April 30, 2003
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Depreciation and Amortization. Depreciation expense decreased from $2.0 million for the nine months ended April 30, 2002 to $1.3 millic
for the nine months ended April 30, 2003.

Non-cash Compensation. Non-cash compensation charges were §14.2 million in the nine months ended April 30, 2003, On April 25,.2003
all then outstanding options exercisable for shares of our common stock (which were exercisable for an aggregate of 1.9 million shares) wert
amended to instead be exercisable for an equal number of shares of our Class B common stock. Becanse these options were originally
~recorded under APB No. 25, a new measurement date was triggered and the options were required to be accounted for under the intrinsic
value method of accounting. Accordingly, we recorded a non-cash compensation charge for the nine months ended April 30, 2003 of $13.7
million for the modification of the options. In addition, we recorded $0.5 million of non-cash compensation attributable to shares of Class B
common stock that we issued to an outside consultant,

Loss from Operations. Loss from operations was $19.6 million in the nine months ended April 30, 2002, compared to $39.4 million in the
nine rmonths ended April 30, 2003, as a result of the higher selling, general and administrative expenses and non-cash compensation noted
above.

Liquidity and Capital Resources
General

Historically, we have satisfied our cash requirements through a combinzation of cash flow from operating activities, sales of equity and debt
securities and borrowings from third parties. Additionally, we received approximately $1.0 billion from the sale of Net2Phone Class A
comrmon stock to AT&T in August 2000. Since that time, our cash requirements have been satisfied for the most part through our existing

cash, cash equivalents and marketable securities balances.

As of April 30, 2003, we had cash, restricted cash, cash equivalents, and marketable securities of §1.1 billion, which includes $102.0 million
held by Net2Phone, and working capital of $808.1 million. We generated cash flow from operating activities of $12.8 million during the nine
months ended April 30, 2003, compared with cash flow from operating activities of $16.2 million during the nine months ended April 30,
2002, Our cash flow from operations varies significantly from quarter to quarter and from year to year, depending on the timing of operating
cagh receipts and payments, especially trade accounts receivable and trade accounts payable. Gross trade accounts receivable, accrued
expenses and deferred revenme have generally increased from period to period as our businesses have grown.

‘We used $120.1 million in cash to fund investing activities during the nine months ended April 30, 2003. This compares to net cash flows
used in investing activities of $384.2 million during the nine months ended April 30, 2002, The primary use of cash for investing activities
during the nine months ended April 30, 2003 was for the net purchases of $92.6 million of marketable securities (primarily U.S. Government
Agency Obligations). Our capital expenditure investments were approximately $51.4 million in the nine months ended April 30, 2003,
compared to approximately $28.3 million in the nine months ended April 30, 2002, as we have continued to expand IDT Telecom’s
international and domestic telecommunications network infrastructure. The fiture minimum payments of principal and interest on our capital
Jease obligations are $8.3 million, $26.4 million, $16.6 million, $13.0 million, $3.1 million, and $2.4 million for the remainder of Fiscal 2003,
Fiscal 2004, Fiscal 2005, Fiscal 2006, Fiscal 2007, and thereafter, respectively. Throughout Fiscal 2003 to date, we have made considerable
expenditures designed to expand our global telecommunications network. Key elements of our network expansion plan for Fiscal 2003 to date
included the addition of a second international gateway switch in the UK and another international gateway switch in the U.S. We now
operate a total of nine international gateway switches, broken down as follows: five in the U.S., two in the UK and one each in Argentina and
Peru. Over the remainder of Fiscal 2003, IDT anticipates making additional expenditures to expand our calling card platform in the U.S. and
to upgrade our network in South America. For the full 2003 fiscal year, we anticipate capital expenditures in the $60 million to $70 million
range. We anticipate further expansion of our worldwide
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switching network in Fiscal 2004, with the addition of at least one international gateway switch in each of the U.S. and UK portions of our
network. In addition, we anticipate making further expenditures to bolster our network infrastructure in South America and Asia. We current
anticipate that capital expenditures for Fiscal 2004 will be in the $50 million to $75 million range. These estimates are contingent upon
several factors, including, but not limited to, market prices for telecommunications equipment, the availability of such equipment in the
distressed asset market and the specific timing of our network expansion projects. We have generally adopted a strategy of investing in
network expansion only as the need arises, as dictated by our telecommunications traffic volumes. Therefore, the timing of our network
expansion, and the coincident purchases of property, plant and equipment, are highly dependent upon the timing and magnitude of the growt
in our telecommumications minutes-of-use. We expect to fund our purchases of property, plant and equipment from our operating cash flows
and our cash, cash equivalents and marketable securities balances, From time to time, we will also finance a portion of our capital
expenditures through capital leases, with the cost of such financing the primary consideration in determining our financing activity.

Our Board of Directors has authorized the repurchase of up to 45 million shares of our common stock and Class B common stock. We have
repurchased a total of 15.6 million shares under the share repurchase program through Fiscal 2002, of which 6.2 million shares were retired a
of July 31, 2002. No additional shares were purchased or retired during the nine months ended April 30, 2003.

We used §0.5 million in cash to fund our financing activities during the nine months ended April 30, 2003, compared to $29.8 million in cast

flow that was provided by our financing activities during the nine months ended April 30, 2002. We received approximately $10.0 million in

proceeds from the exercise of stock options during the nine months ended April 30, 2003, compared to $44.5 million received during the nine

months ended April 30, 2002. In addition, we received proceeds of $25.0 million during the nine months ended April 30, 2003 from the sale

of shares of our IDT Media subsidiary stock, compared to $30.0 million recsived during the nine months ended April 30, 2002 from the sale

of shares of our IDT Telecom subsidiary stock. We also paid $15.6 million to repurchase IDT shares during the nine months ended April 30,
2002, through our stock buyback program, mentioned above.

‘We experience intense price competition in our telecommunications businesses. The long distance telecommmmications industry has been
characterized by significant declines in both per-minnte revenues and per-minute costs, as evidenced by IDT Telecom’s experience during
Fiscal 2002 and the nine months ended April 30, 2003. During the nine months ended April 30, 2003, IDT Telecom’s average revenue-per-
minnte was $0.088 per mimite, down 24.1% from §0.116 per minnte for the nine months ended April 30, 2002. However, IDT Telecom’s
average termination cost per-minute dropped approximately 21.5%, to $0.075 in the nine months ended April 30, 2003, from $0.096 in the
nine months ended April 30, 2002.

In the past, and over time, we believe that thess factors tend to offset each other, with prices and costs moving in the same general direction.
However, over a shorter term, such as one quarter or one year, the drop in pricing could outpace the drop in costs, or vice versa, In addition,
due to continued pricing presswre in most of the retail and wholesale markets in which we compete, we might be compelied to pass along most
or all of our per-minute cost savings to our customers in the form of lower rates. We might also be unable, in the event that some of our per-
minute costs rise, to immediately pass along the additional costs to our customers in the form of higher rates. Consequently, over any given
period, gross margins could expand or narrow, based solely on the timing of changes in revenue-per-minute and cost-per-minute. Our long-
term strategy involves terminating a larger proportion of minutes on our own network, thereby lowering costs and preserving margins even in
a weaker price environment, as we become less subject to the prices charged by third-parties for terminating our minntes over their networks.
In addition, as our minutes-of-use have steadily grown, we have attempted to leverage our buying power and our strong balance sheet to
negotiate more favorable rates with our suppliers. However, in the short term, the incremental demand for usage might outpace the rate of
deployment of additional network capacity, particularly in light of our expectation for continued growth in our minutes volume. As such, there
can be no assurance that we will be able to maintain our gross margins at the current level, in the face of lower per-minute revenues,
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We continued to fund our IDT Media segment throughout the first nine months of Fiscal 2003, incurring significant start-up, developmen

marketing and promotional costs. Due to the start-up nature of many of the IDT Media businesses, the exact timing and magnitude of futm

revenues remains difficult to predict. As such, we anticipate that IDT Media will continue to rely on us to fiund its cash needs, including

operating expenses, capital expenditures and potential acquisitions. Currently, IDT Media is aggressively pursuing acquisitions and/or oth
investments, primarily in its radio and animation business lines.

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media’s Class A commo
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million, We may continus to look to outsid
investors to fund IDT Media’s ongoing expansion, which may include similar transactions occurring in future years.

Since our acquisition of the Winstar assets in December 2001, the IDT Solutions segment has experienced working capital deficits. We hav
undertaken significant cost saving measures and restructured IDT Solution’s operations, which included the downsizing of the Winstar
network and a significant reduction in headcount, aimed at reducing the working capital deficit. However, at this time, IDT foresees that it
will be required to continue funding IDT Solution's operating losses and capital expenditure needs for the foreseeable future.

Changes in Other Current Assets, Trade Accounts Receivable, Allowance for Doubtful Accounts and Deferred Revenue

Our other cwirent assets increased from $65.3 million at July 31, 2002 to $88.2 million at April 30, 2003, due primarily to our reconsolidatic
of Net2Phone, as well as increases in inveniories, and other receivables. Gross trade accounts receivable increased from $165.0 million at
July 31, 2002 to $172.1 million at April 30, 2003, reflecting primarily the increase in revenues and our reconsolidation of Net2Phone. The
average age of our gross accounts receivable, as measured by number of days sales outstanding, has remained constant during the first nine

months of Fiscal 2003,

Due to the wide range of collection terms, future trends with respect to days sales outstanding generally depends on the proportion of total
sales made to carriers, who are often offered payment terms of 30 days or more, and prepaid calling card distributors, who generally receive
payment terms of less than 30 days. As such, the trends in days sales outstanding will depend, in large part, on the mix of wholesale (carrier)
versus 1etail (prepaid calling card distribufor) customers. As we anticipate that in the near term we will atternpt to continue to secure shorter
payment terms from some of our customers, we could experience declines in the average age of our trade accounts receivable throughout the
remainder of Fiscal 2003. Conversely, as we are willing to extend longer payment terms to more credit-worthy customers, an increase in
customers belonging to the highest credit classes, as a percentage of total customers, could lead to an increase in days sales oufstanding. In
addition, if we restricted sales to financially unstable customers, regardless of the credit terms, the proportion of higher-credit class customers
will increase fimther, potentially leading to an increase in the average days sales oufstanding. In addition, days sales outstanding for our
consumer long distance customers is usually longer than 30 days, given the timing of the billing cycle. As the consumer long distance business
continues to grow and to represent a larger portion of our retail telecommunications $ervices revenues and receivables, we expect that total
retail days sales outstanding should increase accordingly Therefore, due to the conflicting nature of the above factors, future trends in days
sales outstanding remain difficult to predict, and it is not possible at this time to determine whether recent trends in days sales ontstanding will
continue.

The allowance for doubtful accounts as a percentage of gross trade accounts receivable decreased from 23.6% at July 31, 2002, to 22.6% at
April 30, 2003, primarily as a result of owr writing-off, against the allowance for doubtful accounts, certain uncollectible frade accounts
receivable from our consumer long distance business.

Deferred revenue as a percentage of total revenunes vary from period to period, depending on the mix and the timing of revenues. During the
first nine months of Fiscal 2003, we experienced a steady increase in sales of our
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calling cards due to increased marketing efforts for existing IDT calling cards and the continued strong growth of our European calling carc
operations. This resulted in a continued increase in deferred revenue. Deferred revenue also increased as a result of our reconsolidation of
Net2Phone. We expect to experience increases in our deferred revenue throughout the remainder of Fiscal 2003, owing to a continued
increase in calling card sales.

Significant Transactions

On October23, 2001, IDT, Liberty Media and AT&T formed a limited liability company (“LLC"), which through a series of transactions
among IDT, Liberty Media and AT&T held an aggregate of 28.9 million shares of Net2Phone’s Class A common stock, representing
approximately 48% of Net2Phone’s outstanding capital stock. Because the LLC holds Class A common stock with two votes per share, the
LLC has approxirnately 65% of the shareholder voting power in Net2Phone, IDT holds the controlling membership interest in the LLC and i
the managing mermber of the LLC. The operating agreement of the LLC provides unilateral liquidation rights to each of its members wherebs
any member of the LLC may cause the LLC to liquidate and dissolve by providing written notice at any time on or after January 1, 2004 to th
other LLC members of its desire to cause such liquidation and dissolution. Since the LLC can be liquidated and dissolved at any time on or
after January 1, 2004, our control of the LL.C is deemed to be temporary. Accordingly, through July 31, 2002, we accounted for our
investrent in the LLC using the equity method.

Pursuant to the operating agreement of the LLC, AT&T received 29 Class A units of the LLC, and had the right to put 6 of these units to IDT
and 23 of these units to Liberty Media after one year. On October 29, 2002, AT&T exercised its put rights and sold all of its Class A umits to
IDT and Liberty Media for a nominal amount. As a result of this transaction, AT&T is no longer 2 member of the LLC. IDT continuss to hol¢
the controlling membership interest in the LLC and is the managing member of the LLC. As of April 30, 2003, IDT"s effective equity
investment in Net2Phone (through the LLC) was 18.6%. Accordingly, we recorded in minority interests the 81.4% of Net2Phone’s results

attributable to the remaining shareholders of Net2Phone.

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88,235 newly-issued shares of IDT Media’s Class A common
stock, ata price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. As a result of this sale of subsidiary
stock, our ownership percentage in IDT Media decreased from 100% to 94.4%. We have historically accounted for sales of stock of our
subsidiaries in accordance with Staff Accounting Bulletin No. 51, Accounting for Sales of Stock by a Subsidiary, which permits us to record
the excess of our carrying value in the equity of our subsidiaries as'a gain. Accordingly, in connection with this sale, we recognized a gain of

$22.4 million:

On April 25, 2003, all then outstanding stock options exercisable for shares of our common stock (which were exercisable for an aggregate of
1.9 million shares) were amended to instead be exercisable for an equal number of shares of our Class B common stock. Becanse these
options were originally recorded under APB No. 25, a new measurement date was triggered and the options were required to be accounted for
under the intrinsic value method of accounting. As a result, we recorded a non-cash compensation charge for the three and nine months ended
April 30, 2003 of $13.7 million for the modification of the options. In addition, on April 25, 2003, the Board of Directors also authorized that
all shares of Class B common stock held as treasury stock be allocated for issuance in connection with the above transaction.

Other Sources and Uses of Resources

We intend to, where appropriate, make strategic acquisitions to expand our telecommunications businesses. These acquisitions could include,
but are not imited to, acquisitions of telecommunications equipment, telecomnmnications network capacity, customer bases or other assets.
From time to time, we evaluate potential acquisitions of companies, technologies, products and customer accounts that complement our
businesses, particularly in light of the financial distress currently being encountered by many telecommunications firms, These conditions
have resulted in the availability for sale of numerous strategic assets and businesses. We will
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also consider making appropriate acquisitions that would complement our Media segment’s portfoho of businesses. Consequenﬂy, We nset
approximately $10.3 million of our cash during the nine months ended April 30, 2003, to acquire various investments in other companies,
compared to $78.4 used during the nine months ended April 30, 2002, We will continue to evaluate acquisition opportunities as they are ma
available to us. In considering acquisitions, we will search for opportunities to profitably grow our existing businesses, to add qualitatively |
the range of businesses in the IDT portfolio, and to supplement our existing network expansion plans through the timely purchase from thir
parties of necessary equipment. At this time, we cannot guarantee that we will be presented with acquisition opportunities that meet our retu
on investment (ROI) criteria, or that our efforts to acquire such companies that meet our criteria will be successful,

We believe that, based upon our present business plan, and due to the large balance of cash, restricted cash, cash equivalents and marketabl
securities we held as of April 30, 2003, our existing cash resources will be sufficient to meet our currently anticipated working capital and
capital expenditure requirements and to fund any potential operating cash flow deficits within any of our divisions for at least the next twelv
months. If our growth exceeds current expectations or if we acquire the business or assets of another company, we might need to raise
additional capital from equity or debt sources. There can be no assurance that we will be able to raise such capital on favorable terms or at al
If we are unable to obtain such additional capital, we may be required to reduce the scope of our anticipated expansion, which could have a
material adverse effect on our business, financial condition and/or results of operations.

The following tables quantify our future contractual obligations and other commercial commitments, which consist primarily of capital and
operating leases and standby letters of credit as of April 30, 2003 (in millions):

Contractual Obligations
Payments Due by Period
Less than 1- 4- After &
Total 1 year 3 years 5 years years
Capital lease obligations 3 69.8 276 302 § 108 § L&
Operating leases 442.8 87.7 108.6 50.0 156.:
Other long-term obligations(1) 22.5 5.3 — 17.2 —
Total contractual cash obligations §535.1  $120.6  $138.8  §11R0 31577

(1) Consists of (1) our $5.3 million obligation to guarantse to AT&T the value of 1.4 million shares of IDT Class B common stock owned

by AT&T and (i) Net2Phone’s $17.2 million obligation to gnarantee the value of 0.6 million shares of Net2Phone’s comrnon stock to
certain former shareholders of Aplio.

Other Commercial Commitments

Payments Due by Period
Lesg than 1- 4= After 5
Total 1 year 3 years 5 years years
Standby letters of credit §311  § 22 5 7.7 $20.0 § 1.2
Guarantees 3.6 0.2 — 0.3 3.1
Total commercial commitments 334.7 5 24 5 7.7 $20.3 3 4.3
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Foreign Currency Risk

Revenues from our international operations accounted for approximately 20% of our consolidated revenues for the nine months ended Apri

30, 2003. A significant portion of these revenues are in denominations other than the U.S. Dollar, Any foreign currency exchange risk that w

are subject 1o is mitigated by our ability to offset the majority of these non dollar-denominated revenues with operating expenses that are pai
in the same currencies. As such, the net amount of our exposure to foreign currency exchange rate changes is not material.

Recently Issued Accounting Pronbuncemenis

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instrumenis Hedging Activities. This statement
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS No. 133, The new guidance amends SFAS No. 133 for decisions made: as part of the Derivatives
Implementation Group process that effectively required amendments to SFAS No. 133; in connection with other FASB projects dealing witt
financial instruments; and regarding implementation issues raised in relation to the application of the definition of a derivative, particularly
regarding the meaning of an “underlying” and the characteristics of a derivative that contains financing components.

SFAS No. 149 clarifies under what circuumstances a contract with an initial net investment meets the characteristic of a derivative as discussec

in SFAS No. 133, In addition, it clarifies when & derivative contains a financing component that warrants special reporting in the statement o:

cash flows. SFAS No. 149 amends certain other existing pronouncements. These changes will result in more consistent reporting of contracts
that are derivatives in their entirety or that contain embedded derivatives that warrant separate accounting.

The provisions of this standard are effective for contracts entered into or modified after June 30, 2003, and for hedging relationships
designated after June 30, 2003, The provisions of this statement that relate to SFAS No. 133 implementation issues that have been effective
for fiscal quarters that began prior to June 15, 2003 should continue to be applied in accordance with their respective effective dates. In
addition, certain provisions relating to forward purchases or sales of when-issned securities or other securities that do not yet exist should be
applied to existing contracts as well as new confracts entered into after-June 30, 2003. We believe that the adoption of this standard will not
have a material impact on our results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity. SFAS No. 150 affects the issuer’s accounting for three types of freestanding financial instruments. One type is mandatorily
redeemable shares, which the issuing company is obligated to buy back in exchange for cash or other assets. A second type, which includes
put options'and forward purchase contracts, involves instruments that do or may require the issuer to buy back some of its shares in exchange
for cash or other assets. The third type of instruments consist of obligations that can be settled with shares, the monetary value of which is
fixed, tHed solely or predominantly to a variable such as a market index, or varies inversely with the value of the issuers® shares. SFAS No.
150 does not apply to features embedded in a financial instrument that is not a derivative in its entirety.

In addition to requirements for classification and measurement of financial instruments, SFAS No. 150 also requires disclosures about
alternative ways of settling the instruments and the capital structure of entities, whose shares are mandatorily redeemable. Most of the
guidance in Statement 150 is effective for all financial instruments entered into or modified after May 31, 2003, and otherwise is effective
from the start of the first interim period beginning after June 15, 2003, We believe that the adoption of this standard will not have a material
impact on our results of operations or financial position.

Ttem 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS.

The Securities and Exchange Comurmission’s rule related to market risk disclosure requires that we describe and quantify our potential losses
from market risk sensitive instruments atiributable to reasonably possible
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market changes. Market risk sensitive instruments include all financial or commodity instruments and other financial instruments (such as
investments and debt) that are sensitive to future changes in interest rates, currency exchange rates, commodity prices or other market facto
We are not exposed to market risks from changes in commodity prices. We are exposed to changes in interest rates primarily from our
investments in cash equivalents and matketable securities. Under our current policies, we do not use interest rate derivative instruments tc
manage our exposure to interest rate changes. We do not consider our market risk exposure relating to foreign currency exchange to be
material, as we generally have sufficient cash outflows based in these currencies to largely offset the cash inflows based in these currencies
thereby creating a natural hedge. In order to mitigate the risk associated with the small amounts of remaining net foreign exchange exposur.
which we éxperience from time to time, we have, on occasion, entered into foreign exchange hedges. In addition to but separate from our
ptimary business, we hold a small portion of our total asset portfolio in hedge funds for speculative and strategic purposes. As of April 30,
2003, our investments in such hedge funds was approximately $23.9 million. Investments in hedge funds carry a significant degree of nsk
which will depend to a great extent on correct assessments of the future course of price movements of securities and other instruments. Thes
can be no agsurance that hedge fimd menagers will be able to accurately predict these price movements. The securities markets have in rece:
years been characterized by great volatility and unpredictability. Accordingly, the value of our interests in these funds may go down as well .
up and we may not receive, upon redsmption, the amounts originally invested.

Item4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures. Our Chief Executive Officer and Chief Financial Officer have evaluated the
effectiveness of disclosure controls and procedures (as such term is defined in Rules 13a-14(c) and 15d-14(c) under the Securities Exchangt
Actof 1934, as amended (the “Exchange Act”)) as of a date within 90 days prior to the filing date of this quarterly report (the “Evaluation
Date™). Based on such evaluation, such officers have concluded that, as of the Evaluation Date, our disclosure controls and procedures are
effective at recording, processing, summarizing and reporting, within the time periods specified in the SEC’s miles and forms, the informatio:
it is required to disclose in its periodic reports filed or submitted under the Exchange Act.
Changes in Internal Conirols.  Since the Evaluation Date, there have not been any significant changes in our internal controls or in other
factors that could significantly affect such controls.
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PARTI. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

Certain legal proceedings in which we are involved are described in our Quarterly Report on Form 10-Q for the quarter ended January 31,
2003. The following discussion is limited to recent developments concerning our legal proceedings and should be read in conjunction witk
such earlier Quarterly Report. Unless otherwise indicated, all legal proceedings discussed in our earlier Quarterly Report remain outstandin

With respect' to our complaint against Telefonica S.A.., Terra Networks, S.A., Terra Networks, U.S.A., Inc. and Lycos, Inc., we filed a motic
on May 16, 2003 to compel the defendants to produce documents under the crime-fraud exception of the attormey-client and work product
privilege. Oral argument on this motion is scheduled for Augnst 7, 2003.

‘With respect to our statement of claim with the American Arbitration Association naming Telefonica Internacional, S.A. as the Respondent
the parties filed post-hearing briefs on April 4, 2003 and reply briefs were filed on May 8, 2003.

With respect to the summons and complaint filed on or about July 25, 2002 by PT-1 Communications against IDT, the parties held a status

conference before the judge on April 3, 2003. IDT filed a motion for a stay to enjoin this proceeding based upon a filing by The Continuing

Creditors’ Committee of Star Telecornmunications, Inc. of a near-identical adversary proceeding against us in the United States Bankruptcy
Court for the District of Delaware. The motion was denied on May 15, 2003,

With respect to the complaint filed by Mark B. Aronson in the Court of Common Pleas of Allegheny County, Pennsylvania, seeking
certification of a class consisting of consumers who were charged a fee when IDT switched underlying carriers from Global Crossing Lid. tc
AT&T, the Court denied the plaintiff’s motion to remand the case to the State court and granted our motion to transfer the case to the Federa
Commmunications Commission (the “FCC”). We filed a petition with the FCC on April 30, 2003.

With respect to the Morris Amse] and the Ana Cardoso and Maria Calado matters relating to IDT’s calling cards, on May 19, 2003 we filed
an application with the Mulii-District Litigation Panel seeking to consolidate these matters.

With respect to the suit filed by Winstar against Superior Logistics Management Services, Inc. in the U.S. District Court for the Eastern
District of Virginia, the parties entered into a settlement agreement that entitles Winstar to receive 10% of the sales price of any sales of
certain equipment by Superior, and provides Winstar with purchase options at 6 and 9 months from May 7, 2003 for various equipment that
was the subject of the suit and stored by Superior, at the price of $0.035 per $1.00 of the original cost to Superior or its entities that are now it
Chapter 7 bankruptcy.

With respect to the Univance Telecommunications, Inc. and Univance Marketing Group, Inc. (collectively the “Univance Debtors™)
bankrupicy matter, the parties resolved this matter and the Univance Debtors and Winstar entered into an agreement dated March 19, 2003,
pursuant to which the Univance Debtors will continue to provide services to Winstar. The parties will seek Bankruptcy Court approval of the

agreement.

On or about February 5, 2002, a complaint was filed by Solomon Bitton against IDT in the Superior Cowrt of the State of New Jersey, Bergen
County, seeking certification of a class consisting of New Jersey residents who allegedly purchased IDT s pre-paid calling cards and were
charged any fee that was not specifically disclosed on the card packaging prior to purchase. The damages sought have not yet been quantified.
We served answers to the complaint on April 3, 2003 and are in the process of providing initial discovery responses.

On or about March 12, 2003, a complaint was filed by the Continuing Creditors’ Committse of Star Telecommunications, Inc. for itself and
on behalf of the Star Creditors’ Liguidating Trust (“Star™) against IDT in
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the United States Banlouptcy Cowrt for the District of Delaware. Star seeks () to void and recover damages for certain frandulent transfers
property of Star’s bankruptcy estate pursuant to the pre-petition sale of certain assets to IDT, and (b) to recover damages for unjust
enrichment pursuant to said sale. We have not been served with the complaint and Star has not taken any action to prosecute the claims
against us. We filed a motion for a stay or to enjoin this proceeding based upon the fact that this proceeding is nearly-identical to the
adversary proceeding previously filed by PT-1 Communications against IDT in the United States Bankruptey Court for the Eastern District
New York, which motion was denied.

On April 15, 2003, Network Communications of Indiana (“NCI”) filed a four-count complaint in the Superior Court in Marion County,
Indiana, against us, seeking $8.7 million in damages. NCI signed a Non-Exclusive High Volume Independent Agent Marketing Agreement
with Winstar Wireless, Inc., on February 1, 1999. On April 18, 2001, Winstar Wireless, Inc., and various other affiliates (“Debtors™) filed fc
Chapter 11 banlauptey in the United States Bankruptey Court for the District of Delaware. On December 19, 2001, an affiliate of ours
purchased various assets of the Debtors. NCT alleges that IDT, as a result of allegedly acquiring certain assets of the Debtor including allege
network customer lists: (a) misappropriated NCI's customer lists, (b) unlawfully converted NCI's customer lists, (c) unfairly competed with
NCI's business, and (d) tortiously interfered with contracts between NCI and NCI’s customers. The case has been removed to the United
States District Court for the Southern District of Indiana, Indianapolis Division, and we have an extension to answer or otherwise plead unti
June 23, 2003.

On or about April 26, 2003, we were served with a petition filed by Powell Palmares in the District Court of Nueces County, Texas, 105th
Judicial District. We are not the only defendant in this action. In his petition, the plaintiff names numerons additional defendants, including
Oblio Telecom, Northern California Telecommunications, Locus Telecommunications, Star Telecom Network, Astral Communications,
Pacific Telecard, and Advanced Telecom Solutions. The plaintiff is seeldng certification of a class consisting of all persons in Texas who
allegedly purchased and used IDT's pre-paid calling cards and made calls to, or from, cellular telephone equipment. The damages sought
have not yet been quantified. We filed our answer on June 2, 2003.

‘We are subject to other legal proceedings and claims which arise in the ordinary course of our business and have not been finally adjndicated
Although there can be no agsurances in this regard, in the opinion of our management, such proceedings, as well as the aforementioned
actions, will not have a material adverse effect on our results of operations, cash flows or financial condition.

Item 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

During the third quarter of Fiscal 2003, Morris Lichtenstein, Executive Vice President of Business Development of IDT, Marc E. Knoller,
Senior Vice President and a director of IDT, and Avi Stokar, Executive Vice President of MIS of our IDT Telscom subsidiary, exchanged
9,000, 25,000 and 11,500 shares of our conunon stock, respectively, for an equal number of shares of our Class B common stock. These
exchanges were made under the exemption from registration provided by Section 3(a)}(9) of the Securities Act of 1933, as amended.

Item 3. DEFAULTS UPON SENIOR SECURITIES
None

Ttem4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None

Item 5. OTHER INFORMATION
None
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Ttem 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) Exhibits:
Exhibit
Number Description
10.64 1996 Stock Option and Incentive Plan, as amended and restated, of IDT Corporation (incorporated by reference to Form 8
filed June 5, 2003 file no. 333-105865)
10.65* Amendment to Stock Option Agreement under the Employee Stock Option Program between IDT Corporation and Joyce ]
Mason
10.66% Amendment to Stock Option Agreement under the Employee Stock Option Program between IDT Corporation and Marc E
Knoller
10.67* Exchange Agreement, dated March 21, 2003, betweenIDT Corporation and Morris Lichtenstein
10.68* Exchange Apreement, dated April 8, 2003, between IDT Corporation and Marc E. Knoller
10.69* Settlement Agreement, dated October 10, 2000, between Tyco Group 8.a.r.l., TyCom (US) Inc., Tyco Internaional Lid.,
Tyco International (US) Inc. and TyCom Ltd., on the one hand, and IDT Burope B.V.B.A. and IDT Corporation, on the
other hand »
99.1(a)* Certification of Chief Executive Officer
99.1(b)* Certification of Chief Financial Officer

* Filed herewith.

http://ir.1 Olkewizard.com/filing.php?repo=tenk&ipage=2199601 &doc=1 &total=62 &source=218

(b) Reports on Form 8-K.
None.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on it
behalf by the undersigned, thereunto duly authorized.

IDT CORPORATION

By: /s/  JAMES A. COURTER
James A, Courter
Chief Executive Officer and Vice-Chairman
(Principal Executive Officer)

Tune 16, 2003

By: /s/ STEPHEN R. BROWN
Stephen R. Brown
Chief Financial Officer and Treasurer
(Principal Finaneial Officer)

June 16, 2003
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CERTIFICATION
of the Chief Executive Officer

'I, James A. Courter, Chief Executive Officer of IDT Corporation (the “Company™), hereby certify that:

(1) Thave reviewed the report of the Company on Form 10-Q for the quarterly period ended April 30, 2003, as filed with the
Securities and Exchange Commission (the “Report™);

(2) Based on my kmowledge, the Report does not contain amy untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not mislsading wi
respect to the period covered by the Report;

(3) Based on my knowledge, the financial statements and other financial information included in the Report fairly present in all

materia] respects the financial condition, results of operations and cash flows of the Company as of, and for, the period presente¢
in the Report;

(4) L together with the other certifying officers, am responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act rules 13a-14 and 15d-14) for the Company and have:

(i) Designed such disclosure controls and procedures to ensure that material information relating to the Company, including its
consoplidated subsidiaries, is made known to me by others within those entities, particularly during the period in which the
Report was being prepar ed

(i) Evaluated the effectiveness of the Company’s disclosure contrals and procedures as of 2 date within 90 days prior to the
filing date of the Report (the “Evaluation Date™); and

(iif) Presented in the Report our conclusions about the effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

(5) I, together with the other certifying officers, have disclosed, based on our most recent evaluation, to the Company’s anditors and
audit committee of the board of directors:

(i) Allsignificant deficiencies in the design or operation of internal controls which could adversely affect the Company’s ability
to record, process, summarize and report financial data and have identified for the Company’s ahditors any material
weaknesses in internal controls; and

(i) any fraud, whether or not material, that involves management or other employees who have a significant role in the
Company's internal coatrols; and

(6) 1, together with the other certifying officers, have indicated in the Report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation,
inclnding any corrective actions with regard to significant deficiencies and material weaknesses.

Date: June 16, 2003

/s/  JTaMES A. COURTER

James A. Courter
Chief Executive Officer
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CERTIFICATION
of the Chief Financial Officer

1, Stephen R. Brown, Chief Financial Officer of IDT Corporation (the “Company™), hereby certify that:

Thave reviewed the report of the Company on Form 10-Q for the quarterly period ended April 30, 2003, as filed with the
Securities and Exchange Commission (the “Report™);

Based on my knowledge, the Report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading wi
respect to the period covered by the Report;

Based on my knowledge, the financial statements and other financial information included in the Report fairly present in 2ll

material respects the financial condition, results of operations and cash flows of the Company as of, and for, the period presented
in the Report;

I, together with the other certifying officers, am responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act rules 13a-14 and 15d-14) for the Company and have:

() Designed such disclosure controls and procedures to ensure that material information relating to the Company, including its
consolidated subgidiaries, is made kmown to me by others within those entities, particularly during the period in which the
Report was being prepared;

(i) Evaluated the effectiveness of the Company’s disclosure controls and procedures as of a date within 90 days prior to the
filing date of the Report (the “Evaluation Date™); and

(i) Presented in the Report our conclusions sbout the effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

1, together with the other certifying officers, have disclosed, based on our most recent evaluation, to the Company’s anditors and
audit committee of the board of directors:

(i)  All significant deficiencies in the design or operation of internal controls which could adversely affect the Company’s ability
to record, process, summarize and report financial data and have identified for the Company’s auditors any material
weaknesses in'internal controls; and

(if) any frand, whether or not material, that involves management or other employees who have a significant role in the
Company’s internal controls; and

I, together with the other certifying officers, have indicated in the Report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation,
including any corrective actions with regard to significant deficiencies and material wealknesses.

Date: June 16, 2003

/8! STEPHEN R. BROWN

Stephen R. Brown
Chief Financial Officer
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washingtsn, D.C. 20549

FORM 10-K
POR ANNUAL AND TRANSITION REPORTS PURSUANT TO
SECTIONS 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE FISCAL YEAR ENDED JULY 31, 2002, OR

] TRANSITION REPORT PURSUANT TO.SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934,

. Commusswn File Number: 0-27898

IDT CORPORATION

(Exact name of regzsb:ant as spemﬁed in its charter)

Delaware 22-3415036
(State of pther jurisdietion of incorporation 'or orgexization) * (LR.S. Employer Idenfification Number)
520 Broad Street
Newarlk, New Jersey 07102

(4ddress of principal executive offices, including area code)

(973) 438-1000
(Registrant’s telephone number, inclnding area code)

Securities registered pursnant to Section 12(b) of the Act: Common Stock, pi;r vélue .01 per ghare
: : Class B Common Stock, par valne $.01 per share
. (Title of clags)
Securities registered pursnant to Section 12(g) of the Act: None

Indicate by check mark whether the Registrant; (1) has fled all reports required to be filed by Section 13 or 15(d) of the
Securities Bxchenge Act of 1934 during the praceding 12 months (or for such shorter period that the Registrant was required
to file such reparts), and (2) has been subject to such fling requirements for the past 90 days. Yes - No [

Indicate by check mark if disclosure of delinguent filers pursuant to Item 405 of Regulation 8-K is not contained herein,
angd will not be contamcd, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated by
reference in Part ITT of this Form 10-K or any emendment to this Form 10-E. .

The aggregate market value of the voting stock held by non-affiliates of the Registrant, based on the closing price on
October 25, 2002 of the Common Stock of $17.66 and of the Class B Common Stock of $16.30, as reported on the New York
Stock Exchange, wes approximately $821 million. Shares of Common Stock held by each officer and director and by each
person who owns 5% or more of the ontstanding Common Stock (assurning conversion of the Registrant’s Class A Common
Stock) or Class B Common Stock have been exclnded from fhis computation, in that such persons may be deemed to be
effiliates of the Registrant. This determination of affiliate statns is not necessarily 2 conclnsive determination for any other

puIpose.

As of October 25, 2002, the Registrant had outstanding 25,020,972 shares of Common Stock, $.01 par value, 9,816,088
shares of Class A Common Stock, $.01 par value, and 54,091,855 shares of Class B Common Stock, $.01 par valie, Included
in these mumbers ‘are 5,419,963 shares of Common Stock and 4,010,163 shares of Class B Common Stock, held by IDT

Corporation.

DOCUMENTS INCORPORATED BY REFERENCE

Certain information in the Registrant’s definitive Proxy Statement-for its 2002 Anmual Meeting of S‘tockhaldtrs,_ which
will be filed with the Securities and Exchange Commission pursuant to Regulation 14A, not later than 120 days after July 31,
2002, is incorporated by reference in Part II (Ttem 5) and Part I (Tterns 10, 11, 12 and 13) of this Form 10-K.
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PART IV
» Ttem 15, EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-E,

(a) The following documents ars filed as part of this Report:
1. Fipancial Statements.
2. Finsncial Statement Schednles.

Schedule No, Description
L Valuation and Qualifying Accounts

3, Exhibits

Exhibit
Number Description of Exhibit

3.01(1)  Restated Certificate of Incorporation of the Registrant,

3.02(1) By-laws of the Registrant,

3.03(16) Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant,
10.01(2) Employment Agreement between the Registranf and Howard S. Jonas,
10.02(18) 1996 Stock Option and Incentive Plan, as amended and restated, of the Registrant.
10.03(3)  Form of Stock Option Agreement under the 1996 Stock Option and Incentive Plan.
10.04(4) Form of Registration Rights Agreement between certain stockholders and the Registrant.
10.05(1) Lease of 294 State Sizest.
10.06(5)  Lease of 190 Main Strest. .
10.7(6) Form of Registration Rights Agreement between Howard, S. Jonas and the Regisirant.
10.8(10) Employment Agreement between the Regir;'h:ant and James Courter. |
109(7)  Agreement between ClLiff Sobel and the Registrant.
10.10(10) Employment Agreement between the Registrant and Flal Brecher.
10.1100) Employment Agreement between the Registrant and Howard S. Jonas.

10.12(8)  Agreement and Plan of Merger, dated April 7, 1998, by and among ths‘Ragistrant, ADM Caorp.,
InterExchange, Inc., David Turock, Eric Hecht, Richard Robbins, Bradley Torock, Wai Nam
Tam, Mary Jo Aliom and Lisa Mikulynee,

10.13(5)  Securities Purchase Agreement between the Registrant, Carlos Gomez and Union Telecard
Altiance, LLC.

10.14(10)  Credit Agreement, dated as of May 10, 1999, by and among the Registrant, various lenders party
thereto, Lehman Commercial Paper Inc., CIBC World Markets Corp, and Bankers Trost
Company:

10.15(10) Pledge Apgreement, dated as of May 10, 1999, by and among the Reg:stranf, certain subsidiaries of
the Registrant and Banlcers Trust Company, as Collateral Agent.

10.16(10)  Security Agreement, dated as of May 10, 1999, by and among the Registrant, certain subsidiaries of
the Registrant and Bankers Trust Company, 2s Collateral Agent.

10.17(10) Subsidiaries Guaranty, dated as of May 10, 1999, by and among the Registrant, certain subsidiaries
of the Registrant and Bankers Trust Company, as Collateral Agent.

10.18(10) Loan Agreement between the Registrant and Stephen Brown,

81



Exhibit
Number

Degcription of Exhibit

10.19(11)
10.20¢11)

10.21(11)
10.22(11)

10.23(11)
10.24(11)

10.25(11)
10.26(11)

10.27(12)
10.28(12)
10.26(13)
10.30(14)

10.31(13)
10.32(14)
10.33(13)
10.34(13)

10.35(15)

10.36(19)
10.37(19)

10.38(19)

Internet/Telecommunications Agreemt, dated s of May 7, 1999, by and between Registrant and
Net2Phone, Inc.

Joint Marketing Agreement, dated as of May 7, 1999, by and between Registrant and NetZPhone,
Inc,

IDT Services Agreement, dated as of May 7, 1999, by and between Registrant and Net2Phone, Ine.

Net2Phone Services Agreement, dated as of May 7, 1999, by and between Regietrant and
Net2Phbpe, Inc.

Asrignment Agreement, dated as of May 7, 1999, by and between Registrant and Net2Phone, Inc.

Tax Shering and Indemnification Agreement, dated as of May 7, 1999, by and between Registrant
end Net2Phone, Inc.

Separation Agreement, dated as of May 7, 1999, by and between Registrant and Net2Fhone, Inc.

Co-location and Pacilities Management Services Agreement, dated ag of May 20, 1999, by and
between Registrant and Net2Phone, Ine.

Lesse of 520 Broad Street, Newark, New Jersey.

Amendment to Lease of 520 Broad Streat, Newark, New Jersey.

Option Agreement, dated as of March 3, 2000, between IDT Corporation and ATE&T Corp.

Amendment to Option Agreement, dated as of Apil 5, 2000 between IDT Corporation and ATET
Corp.

Subscription Agreement, dated as of March 24, 2000, between IDT Corporation and Liberty Media
Corporation.

Amendment to Subscription Agreement, dated as of May 26, 2000, between IDT Corporation and
Liberty Media Corporation.

Letter A'sreement, dated as of Ma.rch 28, 2000, between IDT Corporation, AT&T Corp. and
Net2Phone, Inc.

Letter Agreement, dated as of March 30, 2000, between IDT Corporahun AT&T Corp. and
Net2Phone, Inc.,

Conversion, Termination and Release Agreement, dated as of April 30, 2000, between IDT
Corporation, Terra Networls, S.A., Terra Networks USA, Inc., Tera Networks Access Services
USA LLC and Terra Networks Interactive Services USA LLC.

Stock BExchange Agreement, dated ae of April 18, 2001, by and among IDT Investments Inc,, IDT
Corporation, IDT America, Corp., 225 0ld NB Road, Inc., 226 Old NB Road, Inc., 60 Park Place
Holding Company, Inc., Liberty Media Corporation, Microwave Holdings, L.L.C. and Liberty TP
Management, Inc.

Stockholders Agreement, dated as of Novemmber 26, 1997, by and among Teligent, Inc., Microwave
Services, Inc., Teleom-DTS Investors, L.L.C. and NTTA&T Investment Inc. (Incorporated by
reference to Exhibit 2 to Schedule 13D, filed by The Associated Group, Inc. and Microwave
Services, Inc. on December B, 1957 with respect to securifies of Teligent, Inc.)

Registration Rights Agreement, dated as of March 6, 1998, by and between Teligent, Inc. and
Microwave Services, Inc. (Incorporated by reference to Exhibit 6 to Amendment No. 1 to
Schedule 13D, filed by The Associated Group, Inc. and Microwave Services, Inc. on March 9,
1998 with respect to zecurities of Teligent, Inc.)
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Exhibit
Number

Description of Exhibit

10.32(19)

10.40(20)
10.41(20)
10.42(21)

1043(22)
10.44(23)
10.45(23)

10.46(23)
10.47(24)

10.48(24)

10.49(24)

10.50(25)
10.51(26)

10.52(26)

10.53%*

10.54%

10.55%
10.56%
10.57%

10.58%
10.59%

Stockholders Agreement, dated as of January 13, 2000, by and among Alex J, Mandl, Liberty
Media Corporation, Telcom-DTS Investors, L.L.C. and Microwave Services, Inc. (Incorporated
by reference to Exhibit 7(i) to Scheduls 13D, filed by Liberty AG, Inc. on Jannary 24, 2000 with
respect to securities of Teligent, Ine.)

Amendment to the Employment Agreement between the Registrant and fames 4. Courter
Amendment No. 2 to the Employment Agresment between the Registrant end James A, Courter

Agset Purchase Agreement, dated December 18, 2001, between IDT Winstar Acquisition, Ine.,
Winstar Communications, Inc, and the subsidiaries of Winstar listed on Appendix 1 thereto,

Employment Agreement between the Registrant and Howard S, Jonas,
Subscription Agreement, daied as of August 11, 2000, by and between Net2Phone and AT&T.

Stock Purchase Agreernent, dated as of Angust 11 2000, by and between AT&T, IDT end IDT
Investments.

Voting Agreement, dated as of Aungnst 11, 2000, by and between ITelTech and IDT Investments,

Limited Liability Company Agresment, dated as of October 19, 2001, of Net2Phone I-Ioldmgs, by
IDTD-U

Amended and Restated Limited Liability Company Agreement dated as of October 19, 2001, of
Net2Fhone Holdingg, by and emong AT&T, ITelTech, IDT and IDT D-UJ

Second Amended and Resfcated Limited Lizbility Company Agresment, dated as of October 19,
2001, of Net2Fhone Holdingg, by and among AT&T, ITelTech, IDT, IDT D-U, IDT Investments,
Liberty Media and LMC

Stockholders Agresment, dated as of May 13,1999, by and among JDT Clifford M. Sobel,
Net2FPhone and the additional investors listed on Schednle A thereto.

Amended and Restated Limited Liability Company Agreerent, dated as'of November 8, 2001, of
IT Stock, by Net2Phone Holdings.

Amendment No. 1 to the Second Amended and Restated Limited Liability Company A greement,
dated as of October 31, 2001, of Net2Phone Holdings, by and among AT&T, ITelTech, IDT, IDT
D-U, IDT Investments, Liberty Media and LMC.

Amendment No. 1 tp Securities Porchase Agreement, dated April 24, 2002, by and among the
Registrant, UTCG Holdings LI.C and Union Telecard Alliance, LLC,

Amended and Restated Operating Agreement of Union Telecom Alliance, LLC, dated April 24,
2002, by and among UTCG Holdings LLC, IDT Domestic-Union, LLC, the Registrant and Union
Telecard Alliance, LLC

Amended and Restated Distribution Agreement, dated April 24, 2002, by and between IDT
Netherlands, B.V. and Union Telecard Alliance, LLC.

Unit Purchase Agreement, dated April 10, 2002, by and among WCI Capital Corp., Dipchip Corp.,
the Registrant and Winstar Holdings, LLC,

Lock-up, Registration Rights and Exchange Agreement, dated June 6, 2000, by and between the
Registrant and Liberty Media Corporation,

Letter Agreement, dated April 22, 2002, by and between Charles Garner and the Registrant.

Employment A greement, dated Febmary 4,2002, by and between the Registrant and E. Brian
Finkelstein.
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Exhibit . '
Number Deseription of Exhibit

10.60% Amendment to the Employment A greement, dated October 24, 2002, between the Regigtrant end
E. Brien Finkelstein,

21.01% Subgidisries of the Registrant.

23.01% Consent of Ernst & Young LLP.
99.1(&)*" Certification of CblE«f Bxecutive Officer
998,1(b)*  Certification of Chief Financial Officer

%  filed herewith

(1) Incorporated byeference to Form §-1 fled Febmary 21, 1996 fle no, 333-00204,

(2) Incorporated bymeference to Form S-1 Sled January 9, 1996 fle no, 333-00204.

(8) Incorporated by reference to Form S-8 filed January 14, 1996 file no. 333-16727.

4) Incorporated by reference to Form S-1 filed March 8, 1996 file no, 333-00204.

(5) Inmcorporated by eference to Form 10-K for the fiscal year ended July 31, 1997, fled October 29, 1997,

(6) Imcorporated by eference to Form §-1 Hled March 14, 1996 fils no, 333-00204.

(7) Incorporated by reference to Form 10-K/A for the fiscal year ended July 31, 1997, filed February 2, 1998,

(8) Incorporated by reference to Form'8-K: fled Apfil 22, 1998,

() Incorporated by reference to Form 10-KJ/A for the fiscal year ended July 31, 1998, fled December 4, 1098,

(10) Incorporated by reference to Form. 10-Q for the fiscal guarter ended January 31, 1999, filed March 17, 1999,

(11) Incozporated by rference to Form 10-Q for the fiscal quarter ended April 30, 1999, fled June 14, 1999,

(12) Incorporated by reference to Form 10-K for the fiscal year ended July 31, 1999, fled November 4, 1999,

(13) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30, 2001, filed March 12, 2000.

(14) Incorporated by reference to Form 8-K filed March 31, 2000,

(15) Incorporated by meference to Schedule 14C filed June 12, 2000, -

(16) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30, 2000, filed Jume 14, 2000.

(17) Incorporated by reference to Form 10-Q for the fiscal gnarter ended Octaber 31, 2000, filed December 15,
2000.

(18) Incorporated by reference to Form 10-Q.for the fiscal guarter ended Jannary 31, 2001, filed March 19, 2001.

(19) Incorporated by reference to Schatnle 13D fled on April 30, 2001.

(20) Incorporated by Ieference to Fon:u 10-Q for the fiscal guarter ended October 31, 2001, filed December 17,
2001.

(21) Incorporated by reference to Form B-K filed Jannary 3, 2002,

(22) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30, 2002, fled June 14, 2002.

(23) Incorporated by reference to Schednle 13D filed on Angust 21, 2000, with respect to Net2Phone, by IDT
Investments, IDT and Howard S. Jonas.

(24) Incorporated by reference to Schedule 13D, filed on October 25, 2001, with respect to Net2Phone, by
Net2FPhone Holdings, LL.C., IDT Domestic-Union, LLC, IDT Investments Inc., IDT Nevada Holdings,
Inc., IDT Domestic Telecom, Inc., IDT Telecom, Inc., IDT Corporation, Howard S. Jonas, ITelTech, LLC
and AT&T Corp.

(25) Incorporated by reference to Form S-1/A of Net2Phone filed June 20, 1999.

(26) Incorporated by reference to Schedule 13D, filed on November 15, 2001, with respect to Net2Phone, by IT
Stock, Net?Phone Holdings, IDT D-U, IDT Investments, IDT Nevada, IDT D-T, IDT Telecom, IDT,
Howard 5. Jonas, ITelTech and AT&T.

(b) Reports on Form 8-K

On Augnst 28, 2002, the Registrant filed Amendment No.] to its Current Report on Form 8-K originally
filed on Jaouary 3, 2002.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this Annnal Report on Form 10-K to be signed on its behalt by l:I:xe undersigned,

thereunto duly anthorized. -
IDT CORPORATION

By: s/ _James A, COURTER

James A. Courter
Vice Cheirman and Chief Exacntive Officer

Date: October 29, 2002

Pursnant to the requirements of the Securities Bxthange Act of 1934 this Anmnal Report on Form 10-K has
been signed by the following persons on behalf of the Registrant and in the capacities and on the dates indicated,

Siguature Titler Dete
/s/ _HOWARD S.JoMas Chairmsn October 28, 2002
Howard ., Jonar
/s Jawes A, COURTER Vice Chairman and Chief Executive Octaber 29, 2002
James 4. Courter Officer (Principal Execuuve )
' Officer)
/s! _STEPEEN R. BROWN ' Chief Financial Qfficer snd Director October 29, 2002
Stephen R. Brown (Principal Financial Officer)
fs/  MyrCBELO FISCHER Chief Acconnting Officer and Ootober 29, 2002
Marcelo Fischer : Controller (Principal Accounting
‘ ‘ Officer)
/s/ MicHAEL FISCHBERGER Chief Operating Officer and Dirsctor October 29, 2002
Michael Fischberger
/s/ Joyce ] MAsON Director Qctober 29, 2002
Joyee J. Mason
/sl Marc B. KNOLLER Director October 285, 2002
Marc E. Enoller
/s/  MOoSEE KAGANOFF Dizaptar October 25, 2002
Moshe Eapzanoff '
. /s GEOFFREY ROCHWARGER . Director _ October 28, 2002
Geofirey Rochwarger
/s/ MEYER A. BERMAN Director " Octber 29, 2002
Meyer A. Berman
I/ J. WARREN BLAKER Director October 29, 2002

J. Warren Blaker
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/s/ SalL X. FENSTER

Saul K, Fenstar

8/ Mocmamr ], LEVITT

Mickeel J, Levitt

/el WrnLiaM ARTHUR OWENS

Willlern Arthor Owens

/3 PAUL Rﬂm

Paul Reichmann

- f8/  Wpiram B. WELD

William F. Weld

Director

Director

Director

Director

Director
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October 29, 2002

October 28, 2002

October 29, 2002

October 28, 2002

October 29, 2002



CERTIFICATIONS

I, James A. Courter, Chief Exscutive Officer of DT Corporation, certify that:
1. Iheve seviewed this annual report on Form 10-K of IDT Corporation;

2. Based on my knowledge, this anoual report does not contain any unirue statement of a material fact or
omit to state p material fact necessary to make the statements made, in light of the circumstences under
which such statements were made, not misleading with respect to the perod covered by this annnsl
report; and

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the Snencial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in thig annual report.

Date: October 29, 2002

/s Javes A, COURTER
James A. Courter
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CERTIFICATIONS

I, Stephen E. Brown, Chief Financial Officer of IDT Corpofaﬁon, certify that:
1. Ihavereviewed this annual report 6n Form 10-K of IDT Cprpuraﬁqn;

2. Based on my kmowledge, this anzual report does not contain any wntrue statement of & material fact or
omit to state a material fact necessary to make the stetements made, in light of the circamstances under
which guch staterments were made, not misleading with respect to the period covered by this annual
report; and '

Based on my knowledge, the finencial statements, and other finencial information mcluded in this
annual report, fairly present in all material respects the financiel condition, regults of operations and
cash flows of the registrant as of, and for, the periods presented in this annual report.

w

Date: October 29, 2002

/s/ STEPHEN R. BROWN
Stephen R. Brown
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
IDT Corporation

We heve andited the accompanying consolidated belance sheets of IDT Corporation (the *Company™) as of
July 31, 2001 end 2002, and the related consolidated statements of operations, stockholders’ equity and cash
flows for each of the three vears in the period ended July 31, 2002, Our andits algo included the finapcial
staterment schedule Listed in the Index st Item 15(s). These financial stetements and schedule are the
responeibility of the Compeny's management, Our.responsibility is to express sn opinion on these Snancial
staternents and schedule based on our andits,

We condneted our andits in accordance with auditing standards generally accepted in the United States,
Those standards require that we plan and perform the endit to obtain reasonzble assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts end disclosures in the fnancial statements, An andit also includer assessing the
accounting principles used and significant estimates made by menagement, 2 well as evaluaung the overall
financial statement presentation. We believe that onr audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to sbove present fmitly, in all material respects, the
consolidated financial position of the Company at July 31, 2001 and 2002 and the consolidated results of its
operations and ite cash flows for each of the three years in the period ended July 31, 2002, in conformity with
acconnting principles generally accepted in the United States. Also, in our opinion, the related financial statement
schednle, when considersed in relation to the basic finemcial statements takep as 2 whole, presents fairly in all
material respects the information set forth therein.

New Yorl, New York
October 24, 2002

/s/ - BrwsT & Youwa LLP

F-32



IDT CORPORATION
CONSOLIDATED BALANCE SHEETS

July 31
2001 2002
(in thonsands, except share dtg)
ASSETS
Current assets: :
Moo SRS $,091,071 § 35 1,248
Trate g BBEHSE L " 3,489 658,731
Trade accounts receivable, net of allowance for doubtfnl sccounts of $22,508 at
July 31, 2001 and 338,803 at My 3L2002 o 116,759 126,153
DU SR AR L 32,413 65,261
P TS 1,243,732 1,201,423
Property, plant and PIMPMERL DSt 224,042 250,631
Fivomas s s 178,203 32,702
Licenses and gther menglbles, net . 18,511 25,503
Gt vt LI 60,732 58,903
PR LI 155,279 38,758
FORIASIS $1,881,589 $1,607,920
E——— R s
IABILITIES AND STOCKHOLDERS® EQUITY
Current liabilifies: .
o oS PEYSBIE $ 163,313 § 121,529
Accrued BADEDSES ... O 54,803 124,437
Comt B T 71,387 112,183
Capital leage obligations—current POFHOD . 20,927 22,960
Pt ewmenttabiltes ... 17,819 11,866
Total current liabilies ,..,... . . . B . 328,330 392,975
Deferred tax e el s 350,514 241,573
Capital lease ob]igaﬁoﬁs—long-tarpn-porﬁon ................................ 50,179 45,398
O 14,502 3,088
iy SRS e 783,934 683,434
Comm ey e 21,415 54,836
Commitments and contingencies '
Stocltholders' equity:
Preferred stock, $.01 par value; anthorized shares—-l0,000,000; no shareg
o s g e e — —
Common stock, $.01 par valne; anthorzed shares—lO(J,OO0,0DO; 22,791,789 and .
18,568,634 shares igsned and outstanding in 2007 and 2002, Tespectively .., .. 228 196
Class A common stock, §.01 par value; anthorized sb.ares——BS,DO0,000; -
9,816,988 shares insnad and ontstanding in 2001 and 2002 .......... ... 98 o8
Class B common stocl, §.01 par value; anthorized sharas——lO0,0D0,000;
38,291,411 and 45,990,681 shareg issued and outstanding in 2001 and 2002 .
respectively...............................................L ...... 393 500
Additional paid-in CEHAL 494,003 606,387
sy SoCk, Bt eogt ..., 1 P (138,087) (153,713)
Accumnlated other Pomprebensive loss ..., T (2,575) (2,675)
REWRSTemingS 722,086 418,737
Total stockholders’ S 1,076,236 m
Total liabilities and stockholders’ equity ... 51,881,589 31,607,920
=== 250Y/,540

See 2CCOmMpanying notes to congolidated financial staternents,
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IDT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended July 31
2000 2001 2002
. (in thonsends, except per shere dats)
Revenues ..... $1,093,912 $1,230,950 $1,531,614
Costs and expenses:
Direct cost of revennes (exclugive of items shown below) .vvvinus, 918,257 1,066,845 1,205,008
Selling, general and BAMIMSITARYE ..\ v\ ssenssssss s 343,702 337,107 370,577
Depreciation and Bmortzation ...........veieiiiniinnninnn.., 48,564 60,351 66,014
Trpairment ChATEES .« v vves s e s iiee e iere e — 199,357 114,310
Total costs and BEPEMEEE ..\ v vt v et ee e e, 1,310,523  L,663,660 1,755,906
Loss from operations . ... ee it e I6611)  (432,710)  (224,202)
Interest InCOmME, DB . o vv v R 7,231 . 52,768 21,757
Other income (expense) .
Buity in loss of affilates .........vuiuuinisiinnnnnsn (6,289) (75,066) (43,989)
Gain on sales of subsidiary stock ... i 350,344 1,037,726 —_
Investment and other income (expense), met ... ... ..L. L. R 258,218 164,762 (12,117
Income (losg) before income taxes, minority interssts, axﬁ:aordma:y :
item and commlative effect of accounting change................. 352,803 747,480 (258,641)
MENOTILY IMETEBIE . v v vt e (58,336) 5,726 22,070
Provision for (benefit from) income taxes ..................... . 218,403 209,395 (124,345)
Income (loss) before extraordinary item and cummlative effact of
acCOUnHNg Change . ......oovvut i 233,826 532,359 - (156,366)
Extraordmary loss on retitement of debt, net of income tazes of
BL854 (2,976) — —_
Curmmlative effect of acconnting change, net of income taxes of
o — — (146;983)
Net inecome (I088) ...t $ 230,850 $ 532,359 § (303,349

Earnings per share: '
Income (logg) before a:'traordmary item and cumulative effect of
accounting change:

Basic ... Ey 334 § 779§ (2.08)

Dihtted ............. e e 5 311 § 712§ (208
Extraordinary losg on refirement of debt, net of income taxes

BEBIC ... $ (000 § S —

DIed .. §  (0.09 % — % —
Curnmlative effect of accounting change, net of income taxes:

Basic .o § — 5 — § .99

Dilmted ... $ — — §  (L96)
Net income (10s5)

BaBIC L ) 330 § 779§ (4.04)

Diluted . ..ot $ 3.07 § 112§ (4.09)
Weighted-average number of shares used in calenlation of eamings PET

share:

Basic ..o 68,933 68,301 75,108

Dilated ... 75,239 74,786 75,108

See accompanying notes to consolidated financial statements,
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IDT CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands, except share data)

Accomulnted
Class & Class B Addidonat Other  Refalicd _ Total
Common Stocle Common Stocl Commun Stock Puidfn  Tressury Comprehensive Bammings Stoclholdecs’
Shores  Awmount  Shares  Amount  Shores  Amvmmt  Copital Stocke Inmcome (Luss) (UeGcil)  Eyquity

Balance st July 33,1999 ... o 7WOBLESA $240 1009758 §100 34012612 $M0 302z & —  § — WL 6T
Bxercise of stockoptions ....... . il 1,310,700 . 13 —_ —_ 1,310,700 13 14,508 -—_ —_ 11’262
Incoms tax benefit from stock options eéxercised .............. —_ — — — —_ —_ 11,262 — —_ — .
Conversion of Class A comrpon stock io conumon stoek ........ 50,525 — (59,525) — — — - - - — .
Exercise of warranls .. ... cvveeoeececcennasn et eneaaaean 19,963 — —_— —_ 19,963 - 117 - - - 117
Modification ef stockoptions . ... ... .. il - - — — — _— 985 - - - 985
Issuance of common stock and Class B common stock ......... 3728940 37 — — 3728949 37 128,574 — — — 128648
Change in unrealized gain (loss) in available-for-sale securities . . —_ = —_ - —_ - — — (94,044) — 040y
Foreign currency translation adjustiment ... .. ................ —_ - — - _— - — — 1,391 — 1,391
Repurchase of common stock and Class B common stoek . ...... 3,142,7135) (30) — —  (3,142,735) (31) (101,822) — — — (10,833
Net income for the year ended July 31, 2000 ...... e _ = —_ - —_ - — — 230,850 230,850 730,850
Cowmprehensive income ... ............ s 138,197

leance.at July 34,2000 ... ..o e 23,959,256 260 9,970,233 100 35929489 359 370,646 —_ (92,653 189,727 468,439
Bxercise of stockoptions .........ocu it 698,451 7 — — 343,000 4 G872 — — —_ 6,883
Income tax benefit from stock options exercised .............. — —_ — —_— — — 2,676 —_ —_ — 2,676
Couversion of Class A conumon stock 1o common stock .. .. ... 153,245 2 (153,245) [1ea] — — — —_ -— — e
Issuance of Stock OPHONS <o oo norii i i i it aan e rns — —_ —_ — — — 2,000 — — — 2,800
Modification of stock oplions . ........ .. .. .. i oviiieonan- — — —_ — —_ —_ 3,082 —_ —_ - 3,082
Issuance of Class B comugnon sbocl. . ... ....ooueiiiiinon... —_ - — —  T7.038,085 71 106,497 — — — - 106,368
Change in unrealized gain (loss) in available-for-sale securities . . — _— — — —_ — _— —_ 89,148 — 89,148
Foreign currency translation adjustment . ... ................. -— _— — _— —_ —_ — — 930 — T o3p
Rep?rchase of comumon stock and Class B common stock . .. .. .. (4,019,163) (1) —_ _— 4,019,163} 1) 2,320 (138,087) — —  (135349)
Net income for the year ended July 31,2001 ................. — — —_ — —_ —_ _— 532,359 532,357 532359
Comprehensiveincome ... ... oot e 622,431

Balance at July 31,2001 ......._. e 22,791,789 228 9816988 98 39291411 393 494,003 (138,087)  (2.575) 722086 1076236
Exercise of gtockoptions .. ... oo i i, 1,906,594 19 —_ — 4497114 45 53,860 _— —_ — 53,924
Income tax benefit frowm stock options exercised .. ............ U —_ - 21,601 — — — 560
Conversion of common stock to Class B common stock . ... ..., (3,728,949) (37) —_— — 3,810,265 38 (¢)] — —_ — —
Modification of stockeptions ... .......... ..ol ... —_— —_— —_ f— — — 1,894 —_ _ —_ 1,894
Issusnce of comunon stock for acquxsmcms .................. —_ — — — 2,391,891 24 34,940 —_ — — 34:954
Chaqga in vnrealized gain (loss) in aveilable-for-sale securities . . — _ — — — — —_ — (1,064) — (1,064)
Poreign currency teanslation adjustment ... .................. —_ —_ — —_ — — — —_— 964 — 964
Repurchase of common stock .. ... oo e, inninnen,.. (1,400,800) (19 — — — — —  (15,626) — — (15,640
Net Joss for the year ended Tuly 31,2002 . .. .........o....... —_ —_ - —_— = — — (303,349) (303,349) (303,349)
Comprehiensiveloss ........... ... .. coieiiiuaiin... ’ 603—4;9)

Balance at July 31, 2002 )

—~-————————_.-.___..—...

.................................. w §196 9,816,988 5 98 49,990,681 $500 $606,387 $(153,713)  $(2,675) $418,737 $§69.530

JEe accommpanying notes to consolidated financial statements.



* IDT CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Vear ended July 31
2000 2001 2002
{in thonsands)
Operating activities
Net income (loss) ........ e ., Casaantetriecrireesicnaneeae,, B230850 532,350 8 (303,349)
Adjustments to reconcile net income (loss) to net cash provided by (used in) opersting sctivities:
D:premahnnanda.mumzahon ........ 48,564 60,351 66,016
Impaicment cherges . .., ... L. ..., e, eeireiae, - 189,357 114,310
Ex:rao:di.narylnssunrsﬁ:emantnfdebtbefure:‘momamxe 4,870 C— J—
Cu;qﬁ,laﬁvneﬂ:ntnfancuunﬁngchmgeb:fureinnumta.xes................................... — — 150,508
Minority integasts .., .,., Cevaeataaaas Ciirsaeaees Cerereaiaereeaa, e, (59,336) 5,726 2,070
Price purantee of Class B common stock . .. ..., e TN Pt TPV PIPN - - 5,310
Deferred tax Habilities ... ., .00uu's,..ss,, Veereaaas T el veee 216,903 204,1B8 (127,342)
Issnemee of common stock to eharitehle fondatio N Cererees —~— 26,378 —_
Net realized (gring)/losses from sales of merketble secnrities and inVestments L ......... ..., (261,025) ‘148,724 §,807
Eqmtymlnssnfafﬁlmtes 6,280 75,066 43,080
Non-cash compensation ... .....,... Ceeenens Vieeneeas Yereeiis e, TN Veveeiaiea, . 42,917 3;082 1,804
Gain on Tycom setlement . ...,.\uyyeysnssnnns, L . - (313,4B6) —
CGiain on sales of eubsdiay stock ,,.,.......... e e e e Coevecnnnnn, (330,344) (1,037,726 —
Chenges in agsets and lisbilities: .
‘Trade accounts wesivable .. ., ..., ,.,, Vit Y TETT TSI Vesnenaae Ve (52,643) 36,020 20,151
Other ssgets . ....., SRR e e e e e I (28,194) 14,234 (4,364)
Trade aecounts payeble, scermed expenses and other labilities ,, .. ... ,, e e, 50,053 64,675 (23,23B)
DefemedrBVEmuE o ouovuass s eeesrsersennn e nnl 34,026 7271 30,081
Net cash provided by (nsed in) operating activities . ..........., Veaean , (77,070) 26,228 21,743
Investing artivities : :
Purcheses of property, plant and BRUPIIEE .ottt e e (101,182) (106,513) (35,245)
Iesnance of notes TeemVEBE ...y . —_ (12,089) (8,543)
Investment: and acquisitions, net of cagh acquired e (38,803) (73,722) (81,398)
Coliection of notes recedvable . .. ..y uueseyenes s D524 — —
Seles of mareereble seourifies ... .uees e — 164,052 742,866
Purchases of marketable securities .., .................. (7,059) —_ (1,399,171)
Net proceads from sale of equity interests in subsidiary 115434 1,042,113 —_
Net cash (used in) provided by investing BCHVHEE \...o\veiiii e (22,096) 1,013,841 "(785,491)
Finencing activities or
Procesds from exercise of stock options for NetZPhone 8172 — —
Distribution: to minarity shareholder of & SubBIETY ................. 0000 e (3177 (18,308) (1,018)
Prooeeds fram bOMOWINEE" .\ ... oeiease e 13,898 - —_
Frooeeds from exercite OF WITEDIS ......vviviiiiveneisiaeiinsss T 117 — —_
Pmeeeds fram exerciss of stoel BPHODE .o 14,534 6,883 53,924
Repayment of capital lsase ligAtONE L. e (5,R33) (14,736) (15,033)
REPRYMENL OFBOMOWADES ... cvveceeea s ceaen, L (108,146) (26,054) (6,308)
Procesds from issnance of common stock and Class B EQIIION BLOSK ..t 128,648 - 74,787 —_
Proceeds from offerings of common stoclke BY NEtZFROIE . .o e e 261,189 — —_
Collection of loens 10 giocitholders by Net2Phone . ..................... .. .. . 623 —_ —
Proneeds from sale f subsidiary SIOCK ... v 5,000 - 30,000
Proceeds froip issuance of gtock BPHOS . .vetiiiit i — 2,000 —
Repurchases of common stock and Class B common Btock . ................ ... (101,B83) (135,845) (15,640)
et cagh provided by (used in) fnencing acVIES ...l 209,142 (111,877) 23,925
Nt (decrense) Increase io cash . ..o 109,576 028,192 (732,823)
Cash and cash eguivalents at beginnin BOEYRET oot e . 52,903 162,879 1,091,072
Cash and cash equivalents at end of year ... ........ S e $ 162875 §1,001,07 & 351,248
Supplements] disclosure of cash flow information
Cash payments made for SterBRt L\ o0y ivuseeeessvnensn s T T 10074 § 7997 & 5,739
Cach payments made for OO TBXCE . § 1050 5963 § 12,176
Supplemental schedule of non-cash investing and financing activities
Purchases af property, plant and equipment through capita] lease chligations ...................... § 45541 § 21010 & 15,311
Exchange of Net?Phone common stock for shares of YahoolIne, oovvvvviieiiniiinnnennnns, Ve & —~ § 150000 3 —
Issnance of Class B common stock for BEGUEIONE . v 5 — 5 — § 34964

See accompanying notes to consolidated financial Statements,
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DT CORPDRATION

NOTES TO CONSOLIDATED F]N.ANCIAL STATEMENTS
July 31, 2002 g

1. Summary of Significant Accounting Policies

Deseription of Business
IDT Corporation ("IDT” or the “Company™) is a facilities-based multinationsl communications company
that provides services and products to retail and wholesele customess worldwide, including prepaid debit and
rechargesble calling cards, consumer long distance services, and wholesale carrier services. The Company also
operates several media and entertainment-related businesses, most of which are curently in the ea.rly steges of
development.

Winstar Holdings (“Winstar'), a wholly owned subsidiary of IDT, is 2 broadband and telephuny service
provider to commercial and governmental cnstoreérs, Through its fixed-wireless and fiber infrastructure, Winstar
offers local and long distanca phone services, and high speed Intemet and data communications solutions.

On May 4, 2001, the Company declared & stock dividend of one share of Class B common stock for every
one share of common stock, Class A common stock and Clags B common stock. IDT distributed the dividend
shares on May 31, 2001 to shareholders of record on May 14, 2001, The stock dividend hag been accounted for
as a stock gplit and all references 1o the oumber of common sheres, per cormon ghare amounts and stock options
have been restated to give retroactive effect to the stock dividend for all periods presented, The Class B common
stock commenced trading on the New Yaork Stock Bxchinge on June 1, 2001 under the ticker symbol “IDT. B,

Imvertment in Net2Phone

Untl Augnst 2000, the Company also provided Internet telephony services throngh its majority owned
subsidiary Net2Phone, Inc, ("Net2Phone™). On August 11, 2000, the Company completed the sale of 14,9 million
shares of its holdings of Net2Phone’s Class A common stock, at a price of $75 per share, to ITelTech, LIC
(“ITelTech™), a Delaware limited liability company controlled by AT&T Corporation (“AT&T™). In addition,
ITelTech purchased four million newly-issued shares of ClagsA common stock from Net2Phone at a price of $75
per share. These transactions raduced the voting stake of IDT in Net?Phone from approximately 56% to 21% ahd
its economic stzke in Net2Phone from approximately 45% to 16%. In recognition of these transactions, the
Company recorded a gain on seles of subsidiary stock of $1.038 billion during the year ended July 31, 2001, and
deconsolidated Net2Phone effective August 11, 2000. Accordingly, the Company accounted for its investment in
Net2Phone subsequent to the deconsolidation using the equity method of accounting,

On October 23, 2001, IDT, Liberty Media Corporation (“Liberty Media™) and AT&T formed a limited
liability company (“LLC™), which through 2 series of transactions among DT, Liberty Media and AT&T now
holds an aggregate of 28.9 million shares of Net2Phone's Class A common stocls, representing approximately
46% of Net2Phone’s outstanding capital stock. Becanse the L1C holds Class A common stock with two votes
per share, the LLC has approximately 63% of the shareholder voting power in Net2Phone, IDT holds the
controlling membership interest in the LLC and is the managing member of the LLC. Throngh July 31, 2002, the
Company accounted for its investment in the LLC using the equity method since its control of the LLC was
deemed to be temporary due to unilateral lignidation rights held by each of the LLC members. As of July 31,
2002, IDT's equity investment in Net2Phone was 19.2%.

In Angnst 2001, the Financial Accounhng Standards Board (“FASB™) issued Statement of Financial
Accounting Standards (“SFAS™) No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets,
which addresses financial accounting and reporting for the impairment or disposal of long-lived assets and
supersedes SFAS No. 121, Accounting for the Impairment of Long Lived Assets 1o be Disposed Of, and the
accounting and reporting provisions of Acconnting Principles Board (“APB”) Opinion No. 30, Reporting the
Results of Operations for a Disposal of a Segment of a Business. SFAS No. 144 also amends Accounting
Research Bulleting (“ARB" 51), Consolidated Financial Statements, as amended by. SFAS No. 94, Consolidation
of ALL Majority-Owned Subsidiaries, to eliminate the exception to consolidation for a snbsidiary for which
control is lilkely to be temporary. IDT will adopt SFAS No. 144 as of Aungust 1, 2002, and will thus no longer
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IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

scconnt for its investment in Net2Phone under the eguity method of accounting, Therefore, effective Aungust 1,
2002, Net2Phone will be reconsolidated. The consolidation will resulf in the inclusion of IDT"s and Net2Phone's
regults of operations and financial position beginning August 1, 2002, This change in accounting will not chenge
the net income or loss that would have been reported had the Company continued fo account for its investmeént in
Net2Phone under the equity method of accounting, Summerized financial information for Net2Phone as-of and

for the vesr ended July 31 is s follows: ’

2001 2002
(in thonsends)
Total CLITTEDt BESEE v v v v v e v iinen e, e e ceewieness 3287572 114,138
Totel aE8efs ... ovviveenns e N 411,403 171,686
Working capital ..., e Ceereiiciiaaa 218,100 60,321
RV . it e i i e e e Ceaaees 150,198 137,855
Loss From operations ... ue i e G (240,210) (257,754

Basize df Consolidation and Accounting for Investments

The consclidated financial statements include the accounts of IDT and all companies in which IDT has a
coptrolling voting interest that is not temporary (“subsidiaries”), as if IDT and ite subeidiaries were a single
company. Significant intercompany accounts and transactions between the consolidated companies have been
sliminated,

Investments in companies in which IDT has significant influence, but less than and other than temporary
coptrolling voting interest, are acconnted for using the equity method of acconnting, Investments in companieg in .
which IDT does not have an other than’ ternparary controlling interest or an ownership and votng interest so
large as to exert significant influence ave accounted for at market vaine if the investments are publicly traded and
there are no. resdle restrictions, or at cost, if the sale of a publicly-traded investment is restricted or if the
investment is not publicly traded. Due to the adoption of SRAS No. 144, effective Angnst 1, 2002, IDT will
consclidate all companieg in whlch it has a confrolling voting interest, regardless of whether that control is

IEMpOrary.

The effect of any changes in IDT’s ownership interests resulting from the issuance of equity capital by
consolidated subgidiaries or equity investees io unaffilisted pames is incloded in gain on sales of subsidiary
stock. -

Reclagsifications

Certain prior year amounts have been reclassified to conform to the current year’s prasantaﬁon.

Use of Estimates

The preparation of financial statements in conformity with acconnting principleé generally aceepted in the
United States 1equires management to make estimates and assumptions that affect the amonnts reported in the
financial statements and accompanying notes. Actuel results may differ from those estimates.
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"IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Revenue Recognition

Communjcations services are recogmized as revenue when services are provided, Revemue on saleg of
prepaid calling cards it defered unpon activation of the cards and recognized s the card balances are
decremented based on minute usage. and service charges. Unnsed balances are recognized as revenue upon
expiration of the calling cards, which is geperally the later of six months from the date of first use and twelve

mmonths from activation.

Revenues at our Winstar segment related to high-speed Internet and date services and local and long-
distance voice services are recognized when services are provided.

Purchase of Nerwork Capacity

Purchases of network capacity pursuant to Indefessible Right of Use (“IRU”) agreements are capitalizad at
cost and amortized over the term of the capacity agresment, which is generally 15 years. Historically, we have
not been & provider of network capacity. _

Direct Cost of Revenues

Direct cost of revenues consists primarily of termination costs, toll-free costs, and network costs—including
customer/carrier interconnect charges and leased fiber circwit charges. Direct cost of revennes also imcludes
comnectivity costs for the Winstar’s fixed-wireless network backbone and lease payments for Winstar's network
of buildings. Direct cost of revenues excludes depreciation and amortization expense.

Property, Plant and Equipmem‘

Equipment, buildings, and fiuniture and fxtores are recorded at cogt and are depreciated using the straight-
line method over the estimated useful lives of the assets, which range as follows: equipment—5 to 7 years;
buildings—40 years; and furniture and fixtures—5 to 7 years. Leasehold improvements are depreciated using the
straight line method over the term of their lease or their estimated nsefinl lives, whichever is ghorter.

Advertising Expense

The majarity of IDT’s advertising expense relates to ifs conswmer long distance business, Most of the
advertisements are in print or television media, with expenses recorded as they are incured. Some of the
advertising for the consumer long distance business is also done on a cost-per-acqnisiion basis, where the
Company pays the provider of advertising based on a fixed amount per each customer who becomes a subscriber
of its services. In such cases, the expenses are recorded based on the number of customers who were added
during the period in question.

For the years ended July 31, 2000, 2001 2nd 2002, advertising expense totaled approximately $46.7 million,
$17.1 million and $16.0 million, respectively.

During the year ended July 31, 2000, the Company incumred approximately $28.0 million of costs to
terminate advertising arrangements. These advertising termination costs are included in selling, general and
adminigtrative expenses in the accompanying consolidated statements of operations. No advemsmg termination
costs were incrmred for the years ended Juty 31, 2001 and 2002.
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IDT CORPORATION
NOTES TO CONSOLID A TED FINANCIAL STATEMENTS~—(Continned)

Software Development Coste

Costs for the internel development of mew software products and substential enhancements to existing
software products to be sold are expensed as incurred until technologicel feasibility has been estzblished, at
which time any additional costs aré capitalized. For the years ended July 31, 2000, 2001 and 2002, research and
development costs totaled approximately $4.7 million, $2.5 milion and $1.0 million, respectively.

Capitalized Internal Use Software Costs

The Compeny capitalizes certain costs incurred in comection with developing or obtaining internal use
software. These costs consist of payments made to-third parties and the selaries of employees worldng on such
software development. For the years ended July 31, 2000, 2001 end 2002, the Compeany has capitelized $8.6
million, $2.5 million and $1.4 million, respectively, of internal use software costs 25 computer software.

Repairs and Maintenance

We charge the cost of repairs and maintenance, including the cost of replacing minor items not constituting
substantial betterment, to selling, general and administrative expenses as these costs are incumed.

Long-Lived Assets

In accordance with SFAS No. 121, the Company reviews its long-lived assets and certain idemtifiahle
intangibles for impairment whenever events or changes in cirumstances indicate that the carying amonnt of an
asset may not be recoverable. The analysis of the recoversbility utilizes undiscounted cash flows, The
measurement of the loss, if any, will be calcnlated as the amount by which the carrying amount of the asset

exceeds tHe fair value:

Cash and Cash Equivalents

The Company considers all highly liquid investments with 2 maturity of three months or less when
purchased to be cash equivalents. Cash and cash equivalents are carred at cost, which approximates market
value, At July 31, 2001 and 2002, the Company had 89% and 60%, respectively, of its cash and cash equivalents
in three and two financial ingtitntions, respectively.

Goodwill

In June 2001, the FASB issned SFAS No. 142, Goodwill and Other Intangible Assets. Under the new rules,
goodwill and intangible assets desmed to have indefinite lives will no longer be amortized but are subject to
impairment tests, performed at least anmually, in accordance with the Statement. Other intangible assets will
continue to be amortized over their nseful lives.

Other Imtangibles

Licenses are amortized over 5 years using the straight-line method. Costs associated with obtaining the right
to use trademarks and patents owned by third parties are capitalized and amortized on a straight-line basis over
the term of the trademark licenses and patents. Acquired core technology is amortized over 3 to 5 years. The
Company Systematically reviews the recoverability of its acquired licenses and other intangible assets to
determine whether an impairment has occurred. Upon determination that the carrying value of acguired licenses
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IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

and other intangible aseets will mot be recoversd based on the undiscounted fture cash flows of the acquired
business, the carrying value of such acquired licenses and other intangible assets would be deemed impeired and
would be reduced by & charge to operations in the amount that the carrying value exceeds the fair value,

Foreign Currency Translation

Assets and liabilities of foreign subsidieries denominated in foreign curmrencies at July 31 are translated at
year-end rates of exchange end monthly results of operations are translated at the average rates of exchange for
that month. Gains or losses resulting from franslating foreien currency financial statements are racorded as a
separate component of accumulated other comprehensive loss in stockholders’ equity,

Income Tezes

The Company recognizes deferred tax assets and Habilities for the fture tax consequences atiributable to
differences between the financial ptatements carrying amounts of existing assets and Habilities and their
Tespective tax bases. A valnation allowance is provided when it is more likely than not that some portion or all of
a deferred tax asset will not be realized. The ultimate realization of deferred tax assets is dependant upon the
generation of future taxable income during the period in which related temporary differences become deductible.
Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income and tax
planning sirategies in this assessment. Deferred tax asests and liahilities are measured nsing the enacted tax rates
expected to apply to taxable income in the years in which those temporary differsnces are expected to be
recovered or settled. The effect on defemed tax assets and liabilities of a change in tax rates is recogpized in
income in the period that includes the enactment date.

Earnings Per Share

Bagic earnings per share is computed by dividing the net income (Iosg) attributable to common stockholders
by the weighted average number of common shares outstanding dnring the period. Diluted earnings per share
adjusts bamic esrnings per share for the effects of convertible securities, stock options, warrants, contingently
igguable shares and other potentially dilufive financial instruments, only in the periods in which such effect is

dilutive.

Vulnerability Due to Certain Concenirations

Financial instruments that potentially subject the Company to concentration of credit risk consist principally
of cash and cash equivalents, marketable securities and trade accounts receivable. Concentration of credit msk
with respect to trade accounts receivable is limited due to the large number of customers in varions geographic
regions comprising the Company’s customer base. No single cunstomer accoumted for more than 10% of
consolidated revemues in Fiscal 2002. However, our 5 largest customers accounted for 15.2% of consolidated
revenues in Fiscal 2002, This concentration of revenues increases our risk associated with nonpayment by these

CUSTOMETE.

The Company is subject to risks associated with its international operations, including changes in exchange
rates, difficulty in trade accounts receivable collection and longer payment cycles,

Management regularly monitors the creditworthiness of its domestic and international custorners and
believes that it bas adequately provided for any exposure to potential credit losses,
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. IDT CORPORATION
NOTES TO CONSOLIDATED EWA.NCIA.L STATEMZEN‘I‘S—{CDnuuued)

Fair Value of Financial Instruments

The estimated fair value of financial ihstruments has been determined using available market informetion or
other appropriate valuation methodologies. However, considerable judgment is required in interpreting merket
data to develop estimates of fair value, Consequently, the esimates are not necesserily indicative of the amounts
thet cold be realized or would be paid in & current market exchange, At July 31, 2002, the carrying value of the
Company’s trade accounts receivable, other cumrent assets, trade accounts payable, acerned expenses, deferred
revenue, capital lease obligations and other current labilities approximate fair value,

Stock Based Compensation

As permitted under SFAS No. 123, Accounting for Stock-Based Compensarion (“SRAS 123”), the Cormpany
applies AFB No. 25 in accounting for its stock option plans &nd, accordingly, compensation cost is recognized
for its stock options only if it relates to hon~gualified stock options for which the exercise price was less than the
fair market value of the Compeny's common stock or Clas B common stock as of the date of grant. The
compensation cost of these grants is amortized on 2 straight-line basis over their vesting periods, The Company
follows the disclosure only provisions of SFAS 123 and provides pro forma disclogures of net income (loss) and
net incorne (loss) per share ag if the fair value»—basad mathod of accounting for stock options, as defined in

_SEAS 123, had been spplisd.

Recently Iesued Actounting Standards

In June 2001, the FASE issued SFEAS No. 143, Accounting for Retirement Obligations (“SFAS 143™). SFAS
143 eptablishes acconnting standards for the recognition and measnrement of an asset refirement oblization and
it associated asset refirement cost. It also provides accounting guidance for legal obligations associated with the
retirement of tangible Jong-lived assets. The Company is required to adopt SFAS 143 on Angust:1, 2002 and
expects that the provisions will not have a material impact on its consolidated finahcial statements.

In Aprl 2002, the FASB issned SEAS No. 145, Rescission of FASB Statements No. 4, 44 and 64,
Amendment of FASB Statemént No. 13, and Technical Corrections (“SFAS 145™). SPAS 145 updates, clarifies
and gimplifies existing accounting pronouncements. SFAS 145 rescinds Statement No. 4, which required all
gaing and losses from extinguishment of debt to be aggregated and, if material, classified as an extraordinary
item, net of related income tax effect. As a result, the criteria in APB Opinion No. 30, Reporting the Results of
Operations Reporting the Effects of Disposal of o Segment of a Business, and Emraordingry, Unusual and
Infrequently Occurring Events and Transactions, will now be used to classify those gains and losees becauge
Statement No. 4 has been rescinded. Statement No. 44 was issned to establish accounting reguirements for the
effects of transition to provisions of the Motor Carrier Act of 1980, Because the transition has been completed,

Statement No. 44 is no longer necegsary.

SFAS 145 amends Statement No. 13 to require that certain lease modifications that have economic effects
gimilar to sale-leaseback transactions be accounted for in the same manner as sale-leaseback transactions, This
amendment is consistent with the FASB's goal of requiring similar acconnting treatment for transactions that
have simiflar economic effects. SFAS 145 also makes technical corrections to existing pronouncements, While
those corrections are not substantive in nature, in some instances, they may change acconnting practice, IDT is
required to adopt SFAS 145, effective for Fiscal 2003, Upon adoption, any gain or loss on exfinguishment of debt
previously classified as an extraordinary item in prior periods presented that does not meet the criteria of APB
Opihion No. 30, will be reclassified to conform with the provisions of SFAS 145. The Company does not expect
the adoption of SFAS 145 will have a material itnpact on its consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

In June 2002, the FASR issued SFAS No. 146, Accounsing for Costs Associated with Exit or Disposal -
" Acrivities ("SFAS 146™). SFAS 146 requires Companies to recogmize costs associated with exit or disposal
aciivities when they are incwred rather than st the date of .2 commitment to &n exit or disposal plan. Previous
accounting gnidence was provided by Emerging Issues Tagk Force (“EITF) Issue No. 94-3, Liability
Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity (including Certain
Costs Incurred in a Restruciuring) (BITF 94-3). SFAS 146 replaces EITF 94-3, The Statement is to be applied
prospectively to exit or disposal activities initisted after December 31, 2002. The Company does not expect the
adoption of SFAS 146 will have 2 material impact on its consolidated financial statements,

2. Marketable Securities

The Company classifies all of its marketable secnrities as “aveilable-for-sale securities.” Such marketable
securities consist primerily U.S. Government Agency Obligations, which sare stated at markst valne, with
unrealized gains. and losses in such securities reflected, net of tax, as “other comprehensive income (loss)” in
stockholders’ equity. The Company intends to maintain & lguid portfolio to take advantape of investment
opportunities; therefore, all marketable securities are tlassified as “short-term.” The following is a summeary of
marketable securitier as of July 31, 2002:

Gross Gross
. Unrealized Unrealized
Cost Gaing Losses Fair Valoe
(in thousands)
Short-term
Available-for-sale securities:
T.8. Government Agency Obligations .................. $628,635 $3450 § —  $632,125
Other rarlcetable SECUMHEE « .. oo vin iy 32,265 —_ (5,663) 26,606

$660,904 $3490  B(5.663) $658,731

The following is a summary of marketable securities as of July 31, 2001:

Gross Gross
Dnrealized Unrealized Fair
Cost Gains Losges Value

{in thousands)
Short-term
Available-for-sale securities:
U.S. Government Agency Obligations ...............ovun.. $1,150 §— $ (33 31,117
Other marketable 88CUTIHES v v v vt e e 6,318 —_ (3,946) 2,372
57,468 $— $(3,979) $3,489

Seles and realized (gains) losses from the sale of available-for-sale securities for the years ended Tuly 31,
2000, 2001 and 2002 amounted to approximately $104.2 million and $(28.3) million, $162.0 million and $126.0
million, and $742.9 million and $(1.5) million, respectively, The Company uses-the specific identification
method in computing the gross realized gains and gross realized losses on the sales of marketable securities.

During Fiscal 2000, IDT sold approximately $55.0 million of held-to-maturity securifies prior to their
maturity dates and recorded a loss of zpproximately $51.2 million. The securities were sold to fund certain
transactions. In conmection with these sales, marketable securities with a cost basis of approximately $22.0
million were reclassified as available-for-sale and through July 31, 2000, unrealized losses of approximately $0.8
million were inclnded in accumulated other comprebensive Ioss.
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Terra Networks Transacrion

In October 1999, IDT entered into & joint venture agreement with Terra Networks, S.A. (*Terra"™) pursnant
to which the two parties formed two limited Liability compenies to provide Internet services and products to
customers in the United States, One company was formed to provide Internet access to customers and the other
company wag formed to develop and manage an Internet portal thet would provide content-based Internet
sefvices. IDT's 40% interest in the Internet access company was accounted for using the equity method of
accounting, The equity method was nsed since IDT had significant inflnence, but less than a controlling voting
interest. IDT"s 10% interest in the Internet portal company was accounted for at eost. The cost method was used
since IDT did not have & controlling votng interest, or an ownership or voting interest so large 88 to exert
significant inflnence, and the venture wag not publicly traded. On April 30, 2000, the Company sold its interests
in the two joint ventures for the right to receive 3.75 million thares of Terra common stock. In conneetion with
these sales, the Company recognized 2 pre-tax gain of $231.0 million for the year ended July 31, 2000, During
the years ended July 31, 2000 and 2001, the Company sold & total of 3,745 million of its Tems ghares and
recognized therewith a gain of $24.9 million and a loss of $129.2 million, respectively, which heve been included
85 & cornponent of “investment and other income (expense).”

3. Property, Plant and Equipment

Property, plant and equipment consists of the following:

July 31
2001 2002
4 (in thonsands)

Equipment ........ R e $264,422 $ 343,874
COmPUEE BOFIWATE . ... .t 10,192 | 11,468
Leagehold .imj:rovemanté ................................................... 21,603 27,453
Furniture and fixtures .. .. . . . e e, T 11,120 12,242
Lend and building ............ ... e e 8,937 8,034

316,274 403,971
Less accumulated depreciation and amortization ............................. (82,232) (153,340)
Property, plant and equipment, et ... $224,042  § 250,631

Fixed assets under capital lsases aggregated $104.2 million and $118.3 million at July 31, 2001 and 2002,
respectively. The accumulated amortization related to these assets under capital leases was $35.4 million and
$50.2 million at July 31, 2001 and 2002, respectively. Amortization of fixed assets under capital leages is
included in depreciation and amartization expense in the accompanying consolidated statements of operations.

During the year ended July 31, 2002, the Company recorded an impairment charge associated with itg
property, plant and equipment of $3.9 million, primarily resulting from the write-down of cerfain
decommissioned Buropean telecommunications switch equipment and certain discontinmed wireless-related
equipment.

As a result of the Company’s gradual exit from the dial-up Internet access service business, including the
sale of a majority of its dial-up Internet access costomers, the Company recorded an impairment charge
associated with its property, plant and equipment of § 6,0 million during the year ended July 31, 2001, primarily
relating to equipment previously used to provide dial-up Internet access services.
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4. Goodwil, Licenses and Other Intangibles

In June 2001, the FASB issued SFAS No. 142, Under the new rules, goodwﬂl end intangible assets deemed
to have indefinite lives would no longer be amortized but rather be subject to impairment tests performed at least
annually, in sccordance with the Statement. Other intangible assets would continue 10 be amortized over their

usefinl lives.

The Company chose to early adopt the new rules on accounting for goodwill and other intangible assets and
began to apply themn beginning in the first quarter of Fiscal 2002, As such, the Company performed the required
Impairment tests of goodwill as of August 1, 2001, and, a8 2 result, the Company recorded an impairment charge
of $147.0 million, net of income taxes of §3.5 million, The impairment charge was recorded in the first quarter of
Fiscal 2002 a5 a cumulative effect of & change in accounting principle. In determining the impairment charge, the
Compeny obteined zn independent valnation of the wnderlying assets in which discomntsd cash flows enelyses
were nfilized. As & result, it was determined that the fair value of certain reporting units were less then their
camying values, The implied fair value of goodwill was then determined to be below its camrying valne, Ase
result, the Company recorded an impairment charge to reduce the fair value of goodwill atttibutable to thess
reporting units to its camrying value.

During the year ended July 31, 2002, the Company recorded goodwill of $4.5 million as a result of
acquisitions, primarily in the Company’s Media business segment, The table below reconciles the change in the
carrying smount of goodwill by operating segment for the period from July 31, 2001 to July 31, 2002:

Wholesale Re
Telecommunications Telecommunications Internet
. Services Services Wingter Telephony Media Corpurate Total
: . (in thousands) ™
Balance as of July 31, 2001 $ 44,148 § 104,211 5— $—  $20,934 $— $178293
Effect of adoption of
SPASNo. 142 ........... (44,148) (103,635) _— —_ @,725) — (150,508)

Acquisitions during 2002 . .. — 446 — — 4471 — 4,917
Balance ag of July 31, 2002 3 - 5 1,022 5— $— 331,680 $— § 32,702
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The following table presents the impact of SFAS No. 142 on income (lops) before extraordinery ftem and
cunmlative effect of accounting change, net income (Joss) and earnings per share had the standard been in effect
for the yerrs ended July 31, 2000 and 2001:
' Year Ended July 31,

2000 W0 2002 -
(in thousands, except per share date)

Income (lose) before extraordinary item and

oumnlatve effect of accounting change . .......c.oovvuuvise. e $233,826 $532,359 $(156,366)
Add back: goodwill amortizaion ... ... ciiiiii i e SRTIOE 14,926 16,313 —
Adjusted income (loss) before extraordinery item _ , _
end cumnlative effect of accounting change .. oo ii i $248,752 $548,672 $(156,366)
Barningg per share—basic.......cocvvivciiiciiiciniii, 8 334 05 779 5 (2.08)
Add back: soodwill amortzation ..... e 021 - 024 —
Adjusted earnings per Share——bagic . ...vviiiiiiiiini.e eneineaaa § 355 § 803 § (208
Barnings per share—BImted ..o e 3 311 % 712 % (0B
Add baclk: goodwill amorHzation ..o i e e 0.20 0.22 —
Adjusted eaminge per share—diluted . ..o ove e $ 331 § 134 § (2.08)
Net Income Q0BE) - oo vie i e e e e $230,850 $532,358 $(303,349)
Add back: goodwill amorbzation ... e e e 14,926 16,313, —_
Adjusted netincome (osg) ... ... A $245,776  3548,672 $(303,349)
Earmings per Bhare—bhagic . . ..o v vt vt e $ 330 § 779 § (409
Addback: zoodwill amorHzaton ..o i e 0.21 0.24 —
Adjusted earnings per Bhare—DbaBC .\ .t etr e e e 4% 351 %5 803 5§ (404
Earnings per Bhare—aited . v vt $ 307 § 712 8 (4.04
Add bacle: soodwill amoTHzZaton . ... e e e 0.20 0.22 —
Adjusted earningg per share—dilnted ... ... $ 327 § 734 § (409

The following disclosure presents certain information on the Company’s licenses and other intangible
assets. All licenses and intangible assets are being amortized over their estimated nseful lives, with no eétimated

residual valnes.
Weighted

Average Grose
Awortization  Carrying Acemmulated Net
Period Amonnt  Amortization Balanee
o (in thonsands)
As of July 31, 2002
Amortized intangible assets:
LACBISES + v veeies e et eii et e 5 years 323,004 % (3,175) $20,819
Core technology, trademark and patents ............. - Syears 5,205 (611) 4,684
1 -1 $20,28B0  § (3,786) 25,503
Ag ef July 31, 2001
Amortized intangible arssts:
TACBTIBEE - ve v ettt st ettt i e 5 years $42,523  $(23,038) -$10,485
Core technology, trademarl and patents .......... e 5 years 2,817 (2,791) 26
O] &t o vttt e 545,340  §(25,829) $19,511
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Licenses and other intangible assets emortization expense was $0.0 miillion, $4.5 million and $3.8 million
for the years ended July 31, 2000, 2001 end 2002, respectively. The Company estimates that amortization
expense of licenses and other intangible assets for each of the next five fiscal years ending July 31 will be

approximately $5.1 million,

5. Related Party Transactions

The Company has entered into a mumber of agresments with Net2Phone, Pursnant to these agreements,
during the years ended July 31, 2001 and 2002, the Company billed Net2Phone approximately $56.8 million and
$31.6 million, respectively, and Net2Phone billed the Company approximately $19.2 million and $16.1 million,
respectively. In the year ended July 31, 2000, Net2Phone was included in the Company’s consolidated financial
statements and any amounts billed were eliminated in consolidation. The net balance owed to the Company by
Net2Phone was approximately $19.3 million and $0.8 million as of July 31, 2001 and 2002, respectively.

The Company currently leases one of its facilities in Hackensack, New Jersey from a corporation which is
wholly owned by the Company’s Chairman. Aggregete lease payments under such lease was approximately
$24,000 for the years ended July 31, 2000, 2001 and 2002. The Company made payments for food related
expenses to a cafsteria owned and operated by the son of the Company’s chairman. Snch payments were $0.1
roillion and $0.6 million in fiscal yaars 2001 and 2002 respectively., No payments were made to the cafeteria in

fiscal 2000.

The Company has obtained various insurance policies that have been arranged throngh a company affiliated
with individnals related to both the Chairman and the General Comnsel of the Company. The aggregate premitxms
paid by the Company with respect to such policies was approximately $0.1 million, $2.2 million and $3.6 million
for the years ended July 31, 2000, 2001 and 2002, respectively. IDT retained the services of a private insurance
consulting firm to ensure that these insurance policies were both necessary and reasonsble. The commissions that
were eamed on such premiums are shared with several insurance wholesalers that access excess and surplus lines

of ingurance held by the Company.

On December 13, 2001, IDT granted to its Chairman options to purchase 1 million shares of IDT Class B
common stock, at an exercise price of $12.06 per thare. The options were to vest over & period of 5 years, at a
rate of 50,000 options per quarter, commencing on Jamnary 1, 2002, On May 14, 2002, IDT"s Chairman waived
and agreed to the cancellation of any rights under the options, and, as a resnlt, all the options were cancelled
retroactive to their December 13, 2001 date of grant.

The Chief Bxecutive Officer and Vice-Chairman of the Company is 2 partner in a law firm that hag served
as counse] to the Company since July 1996, Fees paid to this law firm by the Company amounted to $0.3 million,
$0.0 million and $0.5 million for fiscal years ended July 31, 2000, 2001 and 2002 respectively. In addifion, a
Director of the Company is of connsel to a law firm that has served as connsel to the Company since November
1999. Fees paid to this law firm by the Company amounted to $1.0 million, $3.1 million and $6.3 million for
fiscal years ended July 31, 2000, 2001 and 2002, respectively.

In addition, the Company had loans oufstanding to officers and employees aggregating approximately $7.7
million and $10.3 million as of Tuly 31, 2001 and 2002, sespectively, which are inclnded within “other assets” in
the accompanying consclidated balance sheets,
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All of the Company’s related party transactons ere reviewed by the Andit Commities o:f the Company's
Board of Directors.

6. Imcome Taxes

Bignificent components of the Company's deferred tax assets and defarred tax liabilities consist of the
following:

July 31

2001 2002
(in: thousands)
Deferred tax assets:
Unrealized losses 00 BSCUTIHEE v o v s v s iieininsiiins e ciinnceas, 3 B57 § —_
Bad debtIBiervE . o vv i e e e 3,580 10,179
Bxercise of stock oPHODE ..o i e e 5,857 5,857
1= 4,500 4,500
Charitable comtributons ... ..o i e e e 10,765 10,795
Net operating 1088 «..vvvviviinnn . e e e — 170,404
Other ............ e e e e e e e 8992 9,899
Defemad AT BEBEIE & o .o vt e vrt s e e s e 38,051 215,634
Deferred tax labilities:
Deferred Tevenue ........covenen.n.. I N (196,000) —
Partnership ..o e e — (278,000
Unrecognized gain on gecurities .. ......... e (100,313) (28,709
Gain on sales of gubsidiary stock . .. .o oo {105,466) (120,574
DEDTECIARON . .+ v e ee vt e e e e e et e e e (16,074)  (14,801)
Identifiable AT ETIBIEE « oo\ttt e s e i i (3,583) (7,083)
8] 1= A e e (8,429) (B,440)
Deferred tar BAbIHHES . oottt et e e ci et s e (429,865) (457,607)
Net deferred tax Babililes .. ovr e e e $(390,914) $(241,973)

The provision for (benefit from) income taxes consists of the following for the years ended July 31

2000 2001 AZ()OZ
(ir thousands)

Current:

BRlBral .ot e e e e e § — &% 6600 8 —

State and Jocal and foreign .. ..oov i (394) 14,249  (30,683)

(354) 20,845  (30,683)

Deferred: '

Federal ... oov e e e e 175,191 150,997 (72,788)

State and 10cal A0A FOIEED .+ v v v v e s veeeeeesrarenn 41,712 37,549 (17,349)

216503 188,546  (50,137)
§216,509  $209,395 $(120,820)
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The income statement classification of the provision for (benefit from) income taxes consists of the
following at July 31:

2000 2001 2002
. (in thonsands)
Provision for (benefit from) income taxes attributable to
contnuing operatons ..............,...... P weooo B21B403  $200,395 (124,345 )
Income tax benefit atiributable to extraordinary loss ............ {1,894) - —
Income tax benefit attributable to cumulative sffect of accounting
ChEmZE .\ —_— — 3,525

$216,509  $209,395 $(120,820)

The differsnces between income taxes expected at the U.S. federal statutory income tax rate and income
taxes provided are as follows:

2000 2001 2002
(in thousands)

Pederal income tax at stattory rate .. ... .. e, $137,513  $261,618 $(149,693)
Foreign tax rate differential ............................... — (89,563)  (53,806)
Losses for which no benefit provided . ................... ... 32,703 18,141 87,602
Nondednctible BXpEnses . ..........ovv'esnnnn..., SR 17,625 2,162 52,821
State and local and foreign income tax, net of federn] benefit . . . . . 28,612 26,037 (57,844)
Other .o 56 — —

$216,509 $209,395 $(120,820)

7. Btockholders’ Equity
Common Siock, Class A Common Stock, and Class B Comumon Stock

The rights of holders of common stock, Class A common stock and Class B common stock are identical
except for certain voting and conversion rights and restrictions on transferability. The holders of Class A
common stock are entitled to three votes per share. The holders of Class B common stock are entitled to one-
tenth of a vote per share, and the holders of common stock are entitled to one vote per share. Class A common
stock is subject to certain limitations on transferability thet do not apply to the common stock and Clasg B
common stock: Bach share of Class A common stocl may be converted into one share of common stoclk, at any
time, at the opticn of the holder.

Stock Options

Prior to March 15, 1996, the Company had an informal stock option program whereby employees were
granted options to purchase shares of common stock. Under this informal program, options to purchase 4,317,540
shares of common stock were granted.

The Company adopted a stock option plan as amended (the “Option Plan™) for officers, employees and non-
emmployee directors to purchase up to 6,300,000 shares of the Company's common stock. In May 2000, the Board
of Directors of the Company approved an amendment to the Option Plan to reserve for issuance 300,000 shares
of Class B common stock. In September 2000, the Board of Directors of the Company approved an amendment
to the Option Plan to reserve for issuance of an additional 3,000,000 shares of Class B common stock. On May
51, 2002, the Company distributed a stock dividend of one share of Class B common stock for each share of the
Company’s common stock, Class A common stock and Class B. common stock. Accordingly, pursuant to the
terms of the Option Plan, wp to an additional 9,600,000 shares of Class B common stock were reserved for
issuance under the Option Plan. In October 2001, the Board of Directors of the Company approved an
amendment to the Option Plan to reserve for issnance an additional 3,000,000 shares of Class B common stock.
In September 2002, the Board of Directors of the Company approved an amendment to the Option Plan to
reserve for issuance of an additional 3,000,000 shares of Class B common stock. Generally, options become
exercisable over vesting periods up to six years and expire ten years from the date of grant.
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A summary of stock option activity under the Company’s stock option plan and stock option program is as
follows:

v_geigmed'-
Vi
Brercis
A Bheres Price

Outstanding at July 31, 1999 .. ... i 7,175,932 § 3.25
- A 8,851,086 0.8
= eyt o A (2,621,400 554
Caneeled ....... T I (©5,000) 8.86
Forfeited v vv i e i i e (31,500) 10.93
Duistanding at July 51,2000 .......... e « 13,279,118 B.31
Gramted oo v vt et e e e 5,112,004 8.15
Brercised .o vvie i SN (1,041,451) £.61
O a1 1= o S O (259,247) 571
Forfeifed o ovv e (55,200) 1263
Ountptanding at July 31, 2001 ... oot e 16,995,224 8.70
GIRDIEA e e e e e e N 4,500,982 12,11
Exercised . oo e e e (6.403,708) B.42
CanCBIBE L vttt e e e e e e (1,012,376) 11.86
Forfejted ........... e e e e (19,9003 11.09
Outstanding &t July 33,2002 ... ... i 14,159,222 § 9.69

The following table summarizes the status of stock opticns ontstanding and exetcisable at July 31, 2002:

.Stocl: Options Outstanding
Weighted-
Average
Remaining Number of
Number of Contractnal ~ Stork-Options

Range of Exercise Prices Optiong Life (in years)  Exercisable
BOL0— 8030 i e 250,296 2.0 290,206
B0 — B0 e e e e 17,632 2.7 17,632
5041 — 8041 .. e e e 36,000 - 2.0 36,000
B0.83 —B0.83 e 30,000 27 30,000
B0 — BB e e e 639,500 47 £38,500
R 488,550 4.7 489,550
563 —88.00 .o e 5,649,068 8.0 2,016,499
R — 1y e e e 5,144,618 7.7 2,657,050
18,13 = BI85] tuut et 1361658 84 1,070,358
14,158,222 _7_§ 7,246,885

The weighted-average fair value of options granted \x}as $7.42, $7.05 and $9.34 for the years ended July 31,
2000, 2001 and 2002, respectively.

Pro forma information regarding net income (loss) and net income (Jass) per share is required by SFAS 123,
and has been determined as if the Company had accounted for employees’ stock options upder the fair value
method provided by that statement. The fair valup of the stock options was estimated at the date of
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grant using the Black-Scholes option pricing mode] with the following assumptions for vesied and non-vested
options: '
2000 2001 2002

Assumptiens .

Average rigk-free interestrate . ... ... T 649% 4.77% A4.22%

Dividend yield ..o i e e s —_ — —

Volatility factor of the expected market price of the Company’s common :
SOCK i e e e e B1% 90%  73%

Average life ... R Syears 5yemrs 5 yeers

The Black-Scholes option valuation model was developed for use in estimating the fair valne of traded
options which have no vesting restrictions and are fully transferable. In addition, option valuation models require
the input of highly subjective assumptions including the expected stock price volatility. Becanse the Company's
employee stock options have characteristics significantly different from those of traded options, and becanse
changes in the subjective input assumptions can meterially affect the fair value estimate, in management's
opinion, the existing models do not necessarily provide a reliable single measure of the fair valne of its

graployees’ gtock options. '

For purposes of pro forma disclosures, the estimated fair vaine of the options under SFAS No. 123 is amortized
to expense over the options’ vesting period. For the years ended July 31, 2000, 2001 and 2002, pro forma net
income (loss) and pro forma net income (loss) per share under SFAS No. 123 amounted to the following:

2000 2001 2002
(in thousands, except per share data)

$230,850 $532,350 $(303,349)
$214,286 §514,716 $(328,611)

Net income (loss), asreported . ... ... it e
Pro forma netincomme (JOSE) ..\ vvr vt e

Net income (loss) per share, as reported:

BRI v vt vttt e e e e e e e $ 330 % 779 § (4.04

v AR L 8 307§ 702 08 (404
Pro forma net income (Joss) per share:

BaBIC ottt et e e e e § 306 § 754 § (4.3%)

1= $ 284 & 688 § (4.38

The Company has modified stock options granted for certain employees of the Company to accelerate or
extend their terms. Accordingly, the Company recorded additional compensation expense of approximately $1.0
million, $3.1 million and $1.5 million for the years ended July 31, 2000, 2001 and 2002, respectively. During
Fiscal 2002, the Company granted options to certain employees to purchase 14,546 shares of common Stock in its
subsiciiary, IDT Telecom, at an average exercise price of $366.67 per share. No such options were exercised

during the year,

NerZPhone Stock Options

During the guarter ended July 31, 2000, stock options issued to certain officers and employees of
Net2Phone were accelerated in accordance with the original stock option awards and as a result Net2Phone
recorded $12.5 million in compensation charges ag a result of the acceleration. During the quarter ended July 31,
2000, stock options issued to certain officers and employees of IDT were modified and s a result, Net2Phone

recorded $18.3 million in compensation charges.
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Stock Buyback Program
Our Board of Directors has anthorized the repurchase of wp to 45 million shares (adjusted for the May 2001
stock dividend) of our common stock end Clasg B common stock. During Fiscal 2002, we repurchased
epproximately 1.4 million shares of our common stock, for an aggregate purchase price of $15.6 million,
Combined with the 6,8 million (adjusted) shares and 7.4 million (adjusted) shares repurchased during Fiscal 2001
and Fiscal 2000, respectively, we have repurchased a total of 15.6 million shares under the share repurchase
program through the end of Fiscal 2002, of which 6.2 million shares were retired as of July 31, 2002.

Liberty Medin Transaciion
On March 27, 2000, Liberty Media agreed to purchase approximately 9.9% of the equity of IDT, equal o
approximately 3.775 million shares of IDT"s common stock and exchangeable for shares of Class B common
stock (before adjusting for the May 2001 stock dividend). On June 6, 2000, Liberty Mediz completed the
purchase of 3,729 million shares of IDT's common stock (before adjusting for the May 2001 stock dividend) at
$34.50 per share (before adjusting for the May 2001 stock dividend), resulting in aggregate-cash consideration of
$128.6 million. Liberiy Media alsc has the right to nominate a dirsctor for election to the IDT Board of Directors,

On October 11, 2001 IDT igsued to Liberty Media 3.810 million shares of IDT Class B common stock in
exchange for the 3.729 million shaves of IDT common stock held by Liberty Media. The exchange rate was
based upon the relative everage market prices for the IDT Class B common stock and the IDT common stock

during a specified 30 trading day period.

Liberty Media Imvestment in IDT Telecom, Inc.

On Jannary 30, 2002, IDT Telecorn sold 7,500 newly issued shares of its common stock to Liberty Media at
a price of $4,000 per share, for total aggregate proceeds of $30.0 million. As a result of this investment, Liberty
Media became the owner of apprommately 4.8% of the common equity of IDT Telecom (0.5% of the voting
power), The Compaiy owns the remaining common equity of IDT Telecom.

AT&T Transaction.
In March 2000, the Company was granted the, option to sell to AT&T 4.1 million shares of its Class B
common stock for approximately $74.8 milion. In March 2001, the Company exercised this option,

Hicks, Muse, Tate & Furst Transaction

In June 2001, the Company issued stock options to Hicks, Muse, Tate & Furst Incorporated (“HMTF™) to
purchase up to 2.2 million shares of the Coropany’s Clasg B common stock at exercise pﬁces ranging from
$11.25 to $15.00 per share, as defined. The stocl options are exercisable on the first anmiversary of the
agreement, and expire on the fifth anniversary date. In consideration for the stock options issned to HMTF, the

Company received $2.0 million in cagh.

IDT Charitable Foundation.

In May 2001, the Company established the IDT Charitable Foundation (the “Fonndation™) with the purpose
of obtaining money or property to be contributed from time to time to eligible charitable organizations. The
Foundation also administers a matching gifts program available to IDT's directors, officers, employees and

retirees,

Tn July 2001, the Company funded the Foupdation with 2.2 million shares of Class B common stock worth
approximately $26.4 million at that time.
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8. Commitments and Coiatingencies

Legal Proceedings

On Janmary 28, 2001, the Company filed a Complaint with the United States District Court for the Distriet
of New Jersey, against Telefonica S.A., Terra Networls, S.A., Terre Networks, U.S.A., Inc. and Lycos, Inc. The
complaint asserts claims against the defendants for, among other things, breaches of various contracts, breach of
fiduciary duty, securities violations, fremdulent misrepresentation, negligent misrepresentetion, frandumlent
concealment and tortious interference with prospective economic advantage. The defendants have been served
with the Complaint. The Company has filed an Amended complaint and the defendants have filed an answer to
the amended complaint. Terra Networks, S.A. has filed & counterclaim for breach of contract alleging that the
Company was required to pay to Terra Networks, S.A. $3.0 million, and failed to do so. The defendants have
filed 2 motion to dismiss the complaint. On September 14, 2001, the Court issned an Order: () permitting the
Company to teke discovery relevant to the subject of whether Telefonica S.A. is subject to personal jurisdiction,
(b) denying Telefonica S.A.’s motion to dismiss for lack of personal jurisdiction without prejudice to Telefomica
S.A.s right to renew the motion upon the completion of jurisdictional discovery, and (¢) carmrying on the calendar
defendants’ motion to dismiss on non-jurisdictional grounds pending the completion of jurisdietional discovery,
which is ongoing. Each party served the other party with certain requests for discovery relevant to the subject of
whether Telefonica S.A. is subject to personal jurisdictivn, The motions were denied slmost in their enh:ety The
case continues in the early stages of discovery. No trial date hag yet been set in this matter.

On May 25, 2001, we filed a statement of claim with the American Arbitration Association naming
Telefonica Intermaciopal, S.A. (“Telsfonica™) as the Respondent. The statement of claim asserts that the
Company and Telefonica entered into & Memorandum of Understanding ("MOU™) that involved, among other
things, the construction and operation of a submarine cable network around South America (“SAm-T™). The
Company is claiming, among other things, that Telefonica breached the MOU by: (1) failing to negotiats SAm-I
agresments; (2) refusing to comply with the equity provisions of the MOU; (3) rafusing to sell capacity and back-
hzul capacity pursnant to the MOU; and (4) failing to follow throngh on the joint venture. Telefonica has
responded to IDT's Statement of Claim and bas fHled a Statement of Counterclaim which alleges, among other
things: (1) Fraud in the Inducement; (2) Tortions Interference with Prospective Business Relations; (3) Breach of
the Obligations of Good Faith and Fair Dealing; and (4) Declaratory and Injunctive Relief. Discovery is in its
final stages and both parties have submitted expert reports. The arbmauon is onpgoing and is expected to comtinue

into 2003,

In September 2001, Alfred West filed a complaint against the Company and its wholly-owned subsidiary,
IDT Telecom, Inc. in the Federal District Court in Newark, New Jersey seeking monetary damages of $25
million for alleged breach of contract, breach of implied covenant of good faith and fair dealing, frand, negligent
misrepresentation, promissory estoppel, quantum memit, tortious interference and unfair compéﬁn'on. The
Company filed counterclaims for fraund, negligent misrepresentation, breach of fiduciary duty, tortions
interference and breach of contract. Several depositions have been completed and discovery should be

compieted by the end of October 2002.

Winstar acquired certain domestic telecommunications assets formerly owned by Old Winstar, which was
approved by the Bankraptcy Court on December 19, 2001 (the “Sale Order”). Although many of the pnrchased
assets were transferred to Winstar at the time of the sale, the transfer of certain of Old Winstar’s regulated
telecommunications assets, including its customer base, was subject to a number of federal and state regulatory
approvals and on Winstar's obtaining the necessary telecommunications facilities and services necessary to serve
the customers it agreed to purchase from Old Winstar. Subseqguently, Winstar has entered into interconnection
agreements with the relevant RBOCs and has sought to nse services and facilities obtained pursuant to those
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agreements and pussnant to RBOC tariffs to complete 1ts petwork end therefore to be abls to transition the
custorners from service by Old Winstar to Winstar,

Although all of the regulatory approvals necessary for this transition have now been isgned, the RBOCE have
esgerted that Winster is nevertheless not entitled to obtain unintermupted services under their intercomnection
agreements and tariffs unless the RBOCs recsive payment of approximately $40 million, in the aggregate, allegedly
owed by Old Winstar for access to RBOC facilities and circuits, Based on the claim that Winstar must pay this

“cure” amount as & condition of receiving uninterrupted service, the RBOCs have refused in certain instances 1o
provide facilities and service to Winstar that it needs in order b serve its customers directly, A a result, Winstar is
operama the business of Old Winstar pursuant to a management agresment approved by the bankruptey courg and
is providing services to the customers on behalf of Old Winstar,

Winstar contends that, even were it to assume the Old Winestar contracts with the RBOCs, the amounts set
forth in the RBOC’s proofs of claim greatly exceed any reasonable “cure” for facilities and services that Winstar
seeks to obtain from the RBOCs, since the claims inclnde significant amounts that 01d Winstar owed for services
and facilifies that IDT Winstar has not requested, and does not need to be able to provide services to the
customers following the {ransition. Winstar also disputes the RBOC’e claims that they are not abligated to
provide services and facilities to Winstar without an assumption or assignment of the Old Winstar contracts and a
payment of “cure” amounts. In response to the RBOC’s refusal to provide service, on April 17, 2000 Winstar
filed an Emergency Petition for a Declaratory Ruling af the BCC (Inc. Docket No. 02-80) asking that the FCC
declare that the refnsal of the RBOCs to provide the reguested services and facilifies pursuant to their
mterconnﬂcuon egreements and teriffs, and their refisal to transition such services in 2 mammer that does not

interrupt services to the customers is unreasonable and therefore unlawiful under federal law. In response, ane
RBOC (Verizon) filed a counter-petition agking that the FCC declare that the federal telécommunications laws do
not reguize it to provida facilities and services to Winstar without “cure” of Old Winstat's debts. A nmmber of
© partiss fled comments in the FCC proceeding on both sides of the issne and the proceeding is still pending at the
RCC. Winstar believes that the RBOCs have acted unreasonsbly and unlawfnlly in denying its requests for
services and facilities and will continue absent a settlement with the RBOCs to advocate its pogition vigorously.

In addition, faced with lileely termination of service to Old Winstar cnstomers in violation of the
Telecommunications Act and number our FCC regulations, we sounght injunctive relief (in addition to other
remedies) in the U.S. District Court for the District of New Jersey against Verizon, Qwest Corp. and Qwest
Communications Corp. ("QCC™) to prevent them fom discontinuing underlying services which wonld prevent us
from providing service to our customers. Certain interim relief was secured, and Verizon, Qwest and QCC
subsequently agreed not to terminate service withont appropriate notice to ns. The District of New Jersey action

is ongoing,.

The RBOCs further contend that the provision in the Sale Order requiring them to continue serving
Old Winstar and its subsidiaries expired on or about April 18, 2002, Winstar promptly moved to enforce that
provision of the Sale Order, but the bankrupicy court denied its moton. Winstar has appealed the denial of that
motion to the U.S. District Court for the District of Delawars. In addition, Winstar asked the District Court for
interim relief during the pendency of its appeal to stay the RBOCs and other service providers from cutting off
service until the appeal is decided. The District Court has not yet ruled on that request, but has temporarily
ordered that service providers, incloding the RBOCs, may not terminate service or otherwise affect Winstar’s

business without permission of the Court.

During preliminary status hearings before the District Court on May 24 and June 4, 2002, the RBOCs and
Wingtar advised the Court of their willingness to enter into settflement discnssions and/or non-binding mediation
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in an affemptio resolve their disputes. Those setilement discussions and mediations are ongoing, and the District
Court appeal is therefore still pending, It is too soon to predict whether settflements will be reached with any or
all of the RBOC: or, if 80, to quantify the monstery effect of such settlements, if any, on Winstar, To the extent
that 2 settlement agreement is not reached with any or &l of the RBOCs, we expect that the appellate proceedings
will resume. One possible outcome of an adverse mling by the District Court on ejther the interim relief
requested by Winstar or on the merits of the case could be to permit the RBOCs 1o terminate serviees that are
being provided to our customers and therefore fo prevent the uninterrupted trangifion of those customers to
Winstar service. A status conference is scheduled for November 8, 2002, for the parties to report on the progress

of their efforts to mediate the disputes,

Winstar believes that the RBOCs have acted unreasonably and unlawfully in denying its request for services
and facilities and will continue absent a settlement to advocate its positions vigorously. However, adverse results
in ope or more of the above-described RBOC litigations could have a material adverse effect on us, including
payment of the “core” amount described sbove, or the inability of Winstar to access the RBOCs services and
facilities, in which its business is substantially dependent,

Or or about July 25, 2002, PT-1 Communications, Inc, ("PT-1") filed a snmmons and complaint against the
Company and its subsidiaries, IDT Netherlands, BV, IDT Telecom, Inc. and IDT Domestic Telecom, Imc.
(collectively “the Company™) in the United Statss Bankruptey Court for the Eastern District of New York. PT-1
seeks (a) to recover damages for certain frandnlent transfers of property of the Debtor’s bankruptcy estate, (b) to
recover damages for unjust enrichment, and (c) to recover damages from breaches under the agreement between
the parties for the sale of the Debtor’s debit card business to the Company, including the Company’s alleged
failure to remit payment for use of certain telecommunication and platform services on or throngh PT-1 switches.
In total, PT-1 is seeking $24 million in damages as well as certain unstated ameunts. The Company served dfs
ANEWET On Septembar 18, 2002, Initial discovery will commence shortly. -

Om or about September 16, 2002, a complaint was filed by Mark B, Arcnson in the Court of Common Pleas
of Allegheny County, Pennsylvania sseldng certification of a class congisting of consumers who were charged a
fee when the Company switched underlying carriers from Global Crossing to AT&T. At this point no specific
damages have been specified in the complaint. Thus, the Company cannot yet quantify its exposure.

On or about September 19, 2002, a complaint was filed by Ramon Ruiz against the Company and Union
Telecard Alliance, LLC in the Supreme Court of the State of New York seeldng certification of a class consisting
of consumers who allegedly purchased and used the Company’s pre-paid calling cards and were charged any fee
that was not specifically disclosed on the card packaging prior to purchase. The complaint seels damages in

excess of one ndred million dollars.

Ou or about October 11, 2002, & complaint was filed by Panl Zedeck against us and Union Telecard in the
Circuit Court of the 15th Judicial Circuit in and for Palm Beach County, Florida, seeking certification of a class
consisting of consumers who allegedly purchased and used our prepaid calling cards and were charged any fee
that was not specifically disclosed on the card packaging prior to purchase. The damages sought have not yet
been guantified. Becanse we only recently received the complaint, we are still evalnating the potential impact and
our approach to contesting the claims or attempts i certify the classes.

On or about October 18, 2002, a complaint was filed by Morris Amsel against us and IDT Telecom in the
Supreme Court of the State of New York seeking certification of a class consisting of consumers who zllegedly
purchased our calling cards. Plaintiff’s complaint relates to payphone charges and international rates. The
complaint seels damages of not less that $100 million. Becanse we only recently received the complaint, we are
still evalnating the potential impact and our approach to contesting the claims or attempts to certify the clagses,
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On or gbout October 24, 2002, Winstar filed suit ageinst Supedor Logistics Management Services, Inc.
(“Superior’) in the United States District Court for the Bastem District of Virginia. The complaint alleges counts
for breach of contract (Superior breached a settlement agresment with Winstar), conversion (for reteining
Winstar®s property), and detinne (for return of the property). Winstar i seelting approximately $50 million in
damages, plus punitive damages, costs, and attorney’s fees.

The Company is subject to other legal proceedings and claims, which have arisen in the ordinary course of
its business and have not been finally adjudicated. Although there can be no assurances in this regerd, in the
opinion of the Cornpany’s management, such procesdings, as well as the aforementioned actions, will not have &
material adverse effect on results of operations, cash flows or the financial condition of the Company.

Lease Obligations
The future minimum peyments for capital and operating leases as of July 31, 2002 are approximately as
follows:
Operating ~ Capital
Leases

Lenses
(in thousands)

Year ending July 31:

2008 e e e e $ 69,420 § 27,110

2004 e e e e 52,174 25482

2D L e e e 43,961 13,747

D006 ottt e e e e e 35,340 10,808

2007 e e e e e e e 37,003 1,317

B3 == 2= O A N 150,081 —
TOtAL PAVINEIIES L .« e e venevn e s e ettt e e et e F3D2,880 76,464
Less amount representnginterest ... oo i CS,lOS)
LEeRS CIITent POTHOD -« vt ettt ne e ettt et ettt e et ier et (22,960)
Capital lease obligations—Iong-term poTHOD .. vvvvriviininnt e, $ 45,308

Rental expense under operating leases was approximately $6.0 million, $4.5 million and $27.3 million for
the years ended July 31, 2000, 2001 and 2002, respectively. The significant increase in rental expense in Fiscal
2002 is due primarily to the significantly higher number of operating leases associated with our Winstar segment,
which was acquired in December 2001,

Commitments

The Company hag entered into purchase commitments of approximately $25 million as of July 31, 2002,.
primarily related to connectivity agreements. In addition, in April 2002, the Company entered into a four-year
agreement to grant a telecommunications provider an exclusive right to service the Company's consumer long
distance business traffic, in which the Company agreed fo puchase a minimum nsage over the term of the
agreement. In the event that the Company -terminates the agreement before the expiration date, the Company is
subject to an early termination penalty of $15 million if cancelled in the first year, $10 million if canceled in the
second year, §5 million if cancelled in the third year and §2 million if cancelled in the fourth year.

The Company guarantees pzyments of certain of its vendors through Awgnst 2009. Such guarantees
amounted 1o $3.4 million as of July 31, 2002. In addition, the Company also provides certain such guarantees to
ite vendorg in the form of letters of credit, throngh June 2008, Such guarantees amounted to $8.6 million as of

July 31, 2002
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5. Defined Contribution Plan

The Company mmaintaing a 401(k) Plan (the “Plan™) available to all employess meeting certain eligibility
criteria. The Plan permits participants to contribute up to 20% of their salary, not to exceed the limits established
by the Internal Revenue Code. The Plan provides for & matching contribution up to 2 maximum of 6% of covered
compensation, which vests over five years. All contributions made by participants vest immediately into the
participant’s account. For the years ended July 31, 2000, 2001 and 2002, Company contributions to the Plan
amounted to approzimately $0.3 million, $0.8 million and $0.9 million, respectively. The Company’s common
stock and Class B common stock are not investment options for Plan participants.

10. Business Segment Information

The Company has ideptified five reportable business segments: Wholesale Telecommunications Services,
Retail Telecommunications Services, Winstar, Internet Telephony and Media. The operating results of these
business segments are distingnishable and are regulatly reviewed by the chief operating decision malcer.

The Wholesale Telecommunications Services buginess segment is comprised of wholesale carrier services
provided to other long distance-carriers. The Reteil Telecommunications Services business segment inchudes
domestic and international prepaid and rechargeable calling cards and comsumer long distance services to
individualy and businessss. The Winstar business segment operates as a competitive local exchange carmier
(“CLEC") using fixed wireless technology to provide local and long distance phone services, and high speed
Intemnet and dats communications solutions. The Internet Telephony business segment reflects the resnlts of the
Company’s formerly majority-owned subsidiary, Net2Phone. The Media business segment operates several
media and entertainment-related businesses, most of which are currently in the early stages of development.

The Company evalnates the performance of its business segments based primarily on operating income
(loss) after depreciation, amortization and impairment-charges, but prior to interest income (expense), other
income (expense), income taxes, extraordinary items and cumulative effect of accounting changes. All corporate
overhead is allocated to the business segments based on time and usage studies, except for certain specific
corporate costs, such as treasury management and investment-related costs, which are not allocated to the
business segments. Operating results and other financial data presented for the principal business segments of the
Company for the years ended July 31, 2000, 2001 and 2002 are as follows (in thousands):

"Wholesale Retxil

Telecommnpications  Telecommunicetions Internet
Services Bervices Winstar(l) Telephooy(Z) Medin(3) Corporate Total

Vear ended July 31,

2000
REevenues . ..v.vvvnnn- 520,518 F 502,512 5 - § 36075 § 14807 § —  §$1,093.012
Segmentloss ... ... (B,409) (11477) _ (125,865) (35,134)  (31,726) (216,611)
Depreciation and

amortization ....... 17,252 16,656 — 6,804 5,228 2,624 48,564
Totel agsets ... ..0.... 416,045 345,682 — 401,286 11,545 44,097 1,219,055
Year ended July 31, ‘

2001 :
REVEDUES ..vunvuninnn 388,120 816,384 — —_ 26,446 — 1,230,950
Segmentloss .. ....... (69,454) (34,118) — —_ (265,600)  (63,538) (432,710)
Depreciation and .

amortizadon ....... 23472 26,719 —_ — 7,518 2,641 60,351
Total assets .......... 516,395 1,028,069 — — 269,062 68,063 1,881,589
Vear ended July 31,

2002
REVEDNES . ..0uinnn.. 308,087 1,121,674 78,604 — 21,348 — 1,531,614
Segmment income

(oB8) vveereiinns (30,572) 61,396 (86,644) - (132,006)  (26,466) (224,292)
Depreciation and

ampriization ....... 20,606 33,088 6,691 — 2,253 2,388 66,016
Total assets ... ... - $230,060 51,078,195 $159,726 5 —_ § 94,776 558,163 51,607,520
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Revenue from costomers located outside of the United States represented approximately 17%, 16% and 18%
of total revermes for the years ended July 31, 2000, 2001 and 2002, respectively, with no single foreign
geographic ares representing more than 10% of total revenues for the year ended July 31, 2000, and Western
Evrope representing 15% and 17% of total revenues for the years ended July 31, 2001 and 2002, respectively,
Revenhes are attributed to forelgn geographic areas based on the location where the enstomer is invoiced. Gross
and niet Long-lived assets mainly held in Western Europe totaled approximately $28.3 million and $18.7 million,
and $31.9 million and $28.2 million as of J uly 31, 2001 and 2002, respectively.

(1) Since acquisition of Winstar in December 2001

2) Inclnded in loss from operations for the Internet Telephony business segment for the year ended J uly
31, 2000 was approximately $41.0 million of non-cash compensation as a result of stock option grants,
modifications and accelerations made by Net2Phope. In addition, contributing to the Ioss from
operations was the significant level of pales and marketing expenses, as well as general and
afministrative expenses, as Net?Phone expanded its distribution relationships, corporate infrasteture
and human resourees, :

(3) Inclnded inlose from opai-aﬁons for our Media business segment for the vears ended July 31, 2001 and
2002 were $193.4 million and $110.4 million, respectively, of impairment charges related to the write-
down of the underses fiber asset obtained a5 part of the TyCom Lid. (“TyCom") settlement.

Reconciliation To Consolidated Financial Informarion

A reconciliation of the results for the operating segments to the applicable line itams in the congolidated
financial statements is as Follows (in thousands):

2000 2001 2002
Segment ~loss—rapq1’t;ble BEZIMEnts .. .............. e $(216,611) § (432,710) §(224,252)
Interest income, et ... 7,231 52,768 21,757
Other income (expense):
Bouity in loss of affiliates ................ T, (6,289) (75,066) (43,989)
Gain on sales of subsidiary stock . ......... .. 350,344 1,037,726 _—
Investment and other income (expense), met .................. .. 358,218 164,762 (12,117)
Income Qoss) before minority interests, income taxes, extraordinary item
and cumulative effect of accounting change ...................... 392,803 747480  (258,641)
Minority fIerests ... (59,336) 5,726 22,070
Provision for (benefit from) income taxes ... .................. .. 218,403 209,395 (124,345)
Income (loss) before extraordinary item and cummlative effect of ' '
BECOUDTNE Change ............cooeeii i 233,826 532,359 (156,366)
Extraordinary loss on refirement of debt, net of income taxes of §1,804 .. (2,976) — —_
Comulative effect of accounting change, net of income taxes of $3,525 ... - —  (146,983)
Consolidated net income (losg)—reported .......................... § 230,850 § 532,35 $(303,349)

11. Additional Financial Information

Trade accounts payable includes approximately §112.9 million and $84.1 million due to telecommnnication
carriers at July 31, 2001 and 2002, respectively,
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12. - Acquisitions
CTHM Brochure Display, Inc.

On June 30, 2000, the Company acquired a 100% interest in CTM Brochure Display, Ine. (“CTM™), a
brochure distribution company, for an aggregate purchase price of approximately $23.8 million. The purchase
price congisted primarily of §5.1 million in cash, $16.9 million in notes payeble to the former owners and the
iquidation of $1.4 million of CTM's bank debt. In connection with this trangaction, the Company recorded
goodwill of $23.0 million and tax liabilities of $3.0 million. The acquisition was accounted for ag a purchage, and
accordingly, the net assets and results of operations of the acquired business have been included in the
consolidated financial statements from the date of acquisition. During the year ended July 31, 2001, the Company
repaid the entire principal balance on the notes payable, togsther with accrued interest,

'

Aplio S.A.

On July 7, 2000, Net2Phone acquired all of the outstanding capital stock of Aplio, S.A (“Aplio™), a
company located in France with technology that enables VoIP devices. Consideration consisted of $2.9 million in
cash gt closing, 0.6 million shares of Net2Phone’s common stock which were valned at $35.50 per share,
issuance of promissory notes aggregating $6.5 million, §1.1 million in acquisition related costs and $4 8 million
in cash that was paid within eighteen months of the closing of the transaction. :

The aggregate purchase price of $36.0 million plus the fair value of net liabilities assumed of $2.7 million
was allocated as follows: approximately §17.5 million to goodwill, $20.7 million to core technology and patenis
and $0.5 million to assembled worlcforce. The acquisition was accounted for under the purchase method of
accounting by Net2Phone, and aceordingly, the net assefs and results of operations of the acquired buginess was
inclnded in the consolidated financial statements through July 2000. ' '

PT-] Communications

In Febrnary 2001, the Company purchased certain prepaid calling card business assets of PT-1
Communications, Inc. (“PT-1"), a wholly-owned subsidiary of STAR Telecommunications, Inc., with 2 payment
of cash and ageumption of certain labilities, including the obligation tb honor the outstanding phone cards of PT-
1. The cash payment and assumption of net labilifes incumed were approximately $26.3 million with
substantially all of the purchase price recorded as goodwill

Equity Interests in Teligent, Inc. and ICG Communications, Inc.

In April 2001, through its IDT Investments, Inc. subsidiary (“IDT Investments™), the Company acquired
from Liberty Media (i) a company whose sole asset was 214 million shares of Teligent, Inc. (“Teligent”) Class A
common stock, as well as (i) an interest in ICG Communications, Inc. (“ICG™), represented by 50,000 shares of
ICG’s 8% Series A-1 convertible preferred stock and warrants to purchase approximately 6.7 million shares of
ICG’s common stock. In exchange, IDT Investments issued Liberty Media a total of 10,000 shares of its Class B
common stock and 40,000 shares of its Series A convertible preferred stock. Upon completing the transaction,
IDT effectively owned approximately 32% of the equity of Teligent, and approximately 29% of the equity of
ICG. The total consideration for Teligent and ICG's April 2001 transaction was approximately $10.3 and $3.4

million, respectively.

In May 2001, through its IDT Investments subsidiary, the Cornpany entered into an agreement with various
affiliates of IMTF to increase IDT’s strategic imvestments-in Teligent and ICG. Under the terms of the
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agreement, the HIVTF affiliates received 18,195 sheres of IDT Investments’ Series B convertible preferred stock
in exchange for the EMTF affiliates’ stakes in Teligent and ICG. The HEMTE affiliates owned 219,998 shares of
Teligent's Seres A 7%4% convertible preferred stock, 23,000 shares of ICG ‘s B% Seres A-2 converible
preferred stock and warrants to purchase approximately 3.1 million shares of ICG's common stock. Upon
completing the tramsaction, IDT effectively owned approximately 37% of the equity of Teligent, and
epproximately 42% of the equity of ICG, The total consideration for Teligent and ICG's May 2001 transaction
was approximately $2.0 and $1.6 million, respectively.

The pro-rata share of the losses of Teligent and ICG recorded by IDT subsequent to these acquisitions have
fully eliminated the carrying value of the Company’s investment in these comnpenies.

In May 2001, Teligent fled a voluntary banlruptey petition under Chapter 11 of the U.S. Bankruptey Code.
ICG had previonsty fled for bankruptcy protection in November 2000,

Winstar

On December 19, 2001, the Company, throngh a subsidiary, acquired the core domestic telecommmmications
assets of Winstar Communications, Inc. and certain of its subsidiaries that are debtors and debtors in possession
in banloruiptey procesdings pending before the United States Banlauptey Court for the District of Delaware, The
acquiring subsidiary was subsequently renamed Winstar Holdings, LLC. Winstar operates as a CLEC using fized
wireless technology to provide loeal and long distance phone services, and high speed Internet and data
cormmunications solutions.

The purchase price for the Winstar assets was comprised of a $30.0 million cash payment, $12.5 million in
newly issued shares of IDT Class B common stock and 5% of the common equity interests in the acquiring
subsidiary (the temaining 95% of the common equity interests as ‘well as all of the preferred equity interests in
the acquiring subsidiary were owned by IDT). The Company also antaed io invest $60.0 million into Winstar to
be nsed as working capital. The acquisiion has been accounted for under the purchase method of accounting.
The results of operations of Wingtar have been included in the Company’s consolidated statements of operations
since the date of acquisiion. The preliminary allocation of the pu:chasa price, pending final determination of
certain acquired balances, i as follows (in thousands):

Trade accounts receivable and other cumrentagsets ... oo e - §51,301
Property, plant, equipment and intangible assets ..., 37,923
Trade accounts payable, accrued expenses and other curent liabiliies ......... (44,487)
IMEROTIEY I0EEIBEL . vt e et et e (2,237)
Value of 28888 acqmired .. .ottt v e $ 42,500

The fair valne of the Winstar assets acquired and labilities assumed would have exceeded IDT s acquisition
cost. Therefore, in accordance with SFAS Na. 141, Business Combinations, the excess value over the acquisition
cost has been allocated as a pro rata rednction of-the amounts that otherwise wonld have been assigned to the
acquired assets, except with respect to the following: '

»  Traode occounts receivable—present valves of amovnts to be received, less allowances for
uncollectibility and collection costs.

»  Other current assets (principally assets to be sold)—fair value less cost to sell.
» Trode accounts poyoble, accrued expenses and other cwrremt linbilities (principally relating to

contractual agreements assumed)—present valnes of amounts to be paid.
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On April 16, 2002, IDT, through & subsidiary, purchased the 5% of common equity interests in Winstar that
it did not own, Consideration consisted of 0.8 million shares of IDT Class B common stock, which were valned
at $13.3 million,

The following pro forms financial information presents the combined results of operations of IDT end
Winstar, as if the Winstar acquisition had occurred as of the beginning of the periods presented, after giving
effect to certain adjustments, inclnding depreciation expense, income texes and the issuance of IDT Class B
common stock as part of the purchese price. The pro forme financial information does not necessarily reflect the
results of operations that would have oceurred had IDT and Winstar been & single entity during such periods.

Year Ended July 31,
2000 2001 2002
(in thousands, except per share data)
REVEmUES ...t $1,325,821 § 1,451,012 $1,604,314
Income (loss) before cumulative effect of accounting change ......,, B 108472 $(1,421,850) $ (205 ,083)
Netincome (Q085) « . vvvii et e i e £ 108472 8(1,421,850) § (352,066)
Eamings per share:
Income (losg) before cumulative effect of accounting change .,
Basic ..o $ 151 & (20.29) § (2.70)
Diluted ..o e § 141 & (1857) & (2.70)
et income (loss) '
Basic....o o 3 L51 &  (20.29) §  (4.63)
Diluted ....o $ 141§ (18.57) & (4.63)

13. Earpings Per Share -
The following table sets forth the computation of basic and dilnted earnings per share:

Year ended July 31
2000 2001 2002
(in thonsands, except per share data)
Numerator:
Net income (1088) ..o iiie e $230,850 $532,359 §(303,349)
Denominator: '
Weighted-average number of shares used in calcnlation of
eamings per share—Basic ... ........oo i 69,933 68,301 75,108
Effectof stock options ............ .o 5,306 6,485 —
Weighted-average aumber of shares used in calewlation of
earnings per share—Diluted ......................... 75,239 74,786 75,108
Earnings per share—Basic .. .........0oooiie i v, 330 %8 779 3 @04
Earnings per share—Dilnted . .. .......... ... ... ..., § 307 § 712 % (4.04)
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The following securities have been excluded from the dilutive per shere computstion as they are
entidiiutive: :

Yegr ended July 31
2000 2001 2002
. ) " (in thousands)
StoCk OPHODE . eo v v v e e e e e, 449 1,163 5,201
Contingently issnable BhETBE ... oo ov v vvini it ciiininr s i — 369
-1 445 L,183 3,660

14, Net2Phone Subsidiary Stock Sales

During the years ended July 31, 2000 and 2001, the Company recognized approximately $350.3 and
$1,037.7 million, respectively, in gaine on sales of subsidiary siock related to Net2Phone stock sales, as follows:

On Aungnst 3, 1999, Net2Phone completed an initisl public offering of 6.2 million shares of its common
stock at an initie] public offering price of $15.00 per share, resulting in net proceeds of $85.3 million, Upon
completion of the initial public offering, 3.1 million shares of Net2Phone Series A preferred stock were
converted into 9.4 million shares of Net2Phone Class A common stock. As a result of the initial public offering
and concurrent conversion of Series A preferred stock to Class-A common stock, the Company’s ownership
percentage in Net2Fhone decreased from 90.0% to 56.2%. In connection with such offering, the Company
recorded a gain of $63.5 million.

In December 1999, Net2Phone completed a secondary offering of 3.4 million ghares of common stock at &
price of $55.00 per share. In connection with this offering, IDT alse sold 2.2 million shares of Net?Phone
common stoclk st $55.00 per share. Total proceeds to the Company, after dedncting underwriting disconnts,
commissions and offering expenses were $292.8 million. The Company’s ownership interest in Net2Phone
before and after these transactions decreased from 56.2% to 45.0%. The Company recorded gaing on sales of
stock of $182.6 million in connection with these offerings,

In March 2000, the Company acquired 0.8 million shares of Yahoo! Inc. in exchange for 2.8 million shares
of Net2?Phone common stock at 2 then eguivalent marlcet velne of approzimately $150.0 million. In comnection
with this transaction, the Company recorded a gain on sale of subsidiary stock of $102.2 million.

In Angust 2001, IDT sold 14.9 million shares of Net2Phone common stock at $75.00 per share. Net
proceeds to the Company as a result of this sale were $1,042.1 million. The Company’s ownership interest in
Net?Phone before and after this fransacton decreased from 45.0% to 16%. The Company recorded a total zain of
$1,037.7 million in conjuncnon with fiis fransaction.

15, TyCom Ltd. Settlement

On October 10, 2000, IDT reached a fnll and final setflement with TyCom of all pending claims brought
ageinst one another and their respective affiliates. The seftlement agreement iz subject to a confidentiality
agreement among the parties and only the following disclosure by IDT is permitted under the terms of that
agreement.

Under the terms of the settlement, TyCom granted to IDT Burope B.V.B.A. (“IDT Europe™), free of charge,
certain exclusive rights to use capacity on the transaflantic and transpacific segments of TyCom’s global
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undersen fber optic network (the “TyCom Global Network”), which TyCom is deploying, The settlement
agreement provides for IDT Burope to obtain exclusive indefeasible rights to use (IRU) two 10 Gb/s wavelengths
on the transaflantic ssgment (which we have been informed hes been deployed) and two 10 Gb/s wavelengths on
the tramspacific segment (which be believe is still wnder development) for fifieen years from the applicable
Handover Dates.

Operation, administration and maintenance for the wavelengths used by the Company will be provided by
TyCom for a fifteen year period after the relevant Hindoves Date, free of charge. TyCom has also granted the
Company certain rights to regell any unused capacity on the wavelengthe through TyCom as its sole and exclusive
agent. In addition, the Company will also have the option, exercisable at least annually, to convert the available
capacity on its wavelengths to available equivalent capacity on another portion of the TyCom Global Network. In
recognition of the setflement, a gain of $313.5 million was included as 2 component of “inyestment and other
income." The Company subsequently re-evalnated the recoverability of the camrying value of its IRU in sccordance
with SFAS No. 121 and, as a result, the Company has recorded an impairment loss of $193.4 million and $1104
million for the years ended July 31, 2001 and 2002, respectively, to write down the asset to its fair vale.

16. Comprehensive Income (Loss)

The accumnlated balances for each classification of comprehensive income (loss) consists of the following
(in thousands):

Unrealized Accumnlated
gain (lesg) in Foreign other
available-for- corrency  comprehensive
sale secnrities  transiafion losg

Beginning balance at July 31,1999 ... .. ... ... 5 — $ — 3 -

Chanvedunngpemod.....‘........................,. (94,044) 1,381 (92,653)
Balance at July 31,2000 . ...... .o i (94,044 1,391 (92,653)
Change during thepegdiod ...... oo it 85,148 930 90,078

Balance at July 31,2001 ...... .o, (4.898) 2,321 {2,575)
Change during the pedod .....oovven i (1,064) 964 (100)
Balance at July 31,2002 ... ..ol $ (5,960) 53,285 $ (2,675)

17. Price Guarantee of Class B Common Stock

In March 2001, the Company exercised an option fo sell to AT&T approximately 2.0 million shares of its
Class B common stock for approximately $74.8 million. In conjunction with the formation of the comsortitm,
IDT guaranteed to AT&T the value of approximately 1.4 million shares of IDT Clags B common stock still being
retained by AT&T. If the velue of IDT Class B common stock is less than $27.5 million on October 19, 2002,
and AT&T or an affiliate retains all the shares through such date, then IDT will be obligated to pay AT&T the
difference with cash, additional shares of IDT Class B common stock or a combination of both, at the option of
IDT. In connection with this obligation, the Company recorded i in “investment and other income {expense)” a
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charge of $5.3 million during the year ended July 31, 2002, The Compeny was subject to additional charges of

$1.0 million through October 19, 2002 based on changes in the market velue of IDT Class B common stock. As a
result, the Company’s totel ability is $6.3 million as of October 19, 2002.

18. Extraordinary Loss

On May 10, 1999, the Company obtained z Semior Secured Credit Facility from a consortium of financial
institutions, During the second quarter ended January 31, 2000, the Company repaid all of the outstanding
principal balance together with accrued interest. The Company recorded a pre-tax extraordinary loss of
$4.9 million in connection with the repayment during the year ended July 31, 2000, '

13. Selected Quarterly Financial Data (mmandited)

The table below presents selected quarterly financial data (uneudited) of the Company for the calendar
quarters in the fiscal years ended Tuly 31, 2002 and 2001

Income (loms) before

curnnlative effact of pecounfing change
B
Loss from Per Bhare Sh:;e Nat Income
Quarter Ended Revennes Operations Amount ~Bagic  —Dilnted (L.ogs) |
{in thousands, except for per share fiata)
2002:
October31/a/ ................ $ 339,209 § (12,565) $ (11,332 § (0.16) $(.16) $(158,315)
January 31 ... ... 374,025 @7,774)  (17,212) (0.23) (0.23) (17,212)
Aprl30 ... 401,653 (42,829)  (49,593) (0.64) 0.64) (49,593)
Faly 31/M/ oo 416,727  (141,124) (78,229) (0.99) (0.99) (78,225)
Total ..., $1,53 1,614 $(224,292) $(156,366) ' $(303,349)
2001
October31/e/ ................ $ 276,597 % (60,070) § 869,568  $12.43 31127  § 869,568
Jamunary 31 ............. ..., .. 287,597 (48,455) (117,104) (1.77) (L.77) (117,104)
April 30/d/ ... 335,722 (55.571) (48,277 (0.73) (0.73) (48.277)
Ty 3d/e/ oo 331,034 (268,614) (171,828)  (2.44) (244)  (171,828)
Tatal ..o $1,230,850 $(432,710) $ 532,359 $ 532,359

/al  Inclnded in net loss iz 2 $147.0 million cummnlative effect of accounting change, net of $3.5 million of
income taxes, due to the adoption of SFAS No. 142,

/bl Included in loss from operations was $110.4 million of Impairment charges related 1o the IRU received ag
part of the'Tycom setflement.

lel  Included in net income is $1,037.7 million in gains on sales of subsidiary stocl related to Net2Phone stock
sales, :

/! Included in loss from operations was $193.4 million of impairment charges related to the IRU received ag
part of the Tycom settflement, '
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20, Subseguent Events

In August 2002, Net2Phone and its Adir subsidiry copsummated the settlement of their lawsnit filed on
March 18, 2002 in the United States District Court for the District of New Jersey against Cisco Systems
(**Cisco™) and a Cisco executive who had been a member of the Adir board of directors, The suit arose out of the
relationships that bad been created in connection with Cisco's and Net2Phone's original investments in Adir and
out of Adir's subsequent purchase of NetSpeak, Inc. in August 2001, The parties settled the guit and !l related
claims against Cisco and the Cisco executive in exchmge for (i) the transfer, during the first quarter of fiscal
20083, to Net2Phone of Cisco's and Softbank Asia Infrstructure Fund's respective- 11.5% and 7.0% interssts in
A dir and, () the payment by Cisco, during such guarter, of $15.5 million to Net2Phone and Adir, As a result of
this setflement, Net2Phone will recognize, for the quarter ended October 31, 2002, 2 gain of approximately
5584 million. Net2Phone will be consolidated by IDT in Fiscal year 2003, which began on August 1, 2002,
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FINANCIAL STATEMENT SCHEDULE—VALUATION AND QUALIFYING ACCOUNTS

Belanee nt

Additions

Cherged to
Coetsend Deduetions  Balenee at
Expenses ] End of Period

B% of
2000
Reserves dedncted from accounts raceivable:
Allowance fir doubiful acconmts . .. .. eves ., P % 7,643
2001
Reserves deducted from accounts receivable: o
Allowance for dotbiful 2000015 L0 v v vvrernnen,s, . 826,771
20062
Reserves deducted from accounts racetvable: :
Allowance for doubtfal ateomnts .. .. .. .vvvivins 322,508

(1) Unecollectible acconnts written off, net of recoveriae.
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South Dakota Public Utilities Commission

WEEKLY FILINGS
For the Period of August 21, 2003 through August 27, 2003

If you need a complete copy of a filing faxed, overnight expressed, or mailed to you, please contact Delaine Kolbo
within five business days of this report. Phone: 605-773-3705

NATURAL GAS
NG03-004 In the Matter of the Filing by NorthWestern Energy for Approval of Tariff Revisions.

Application by NorthWestern Energy to update its fuel retention percentage for natural gas transportation service.

NorthWestern Energy's tariff provides that the fuel retention percentage be adjusted annually with the updated percentage
to be effective October 1 of each year.

Staff Analyst: David Jacobson
Staff Attorney: Kelly Frazier
Date Filed: 08/27/03
Intervention Deadline: 09/12/03

TELECOMMUNICATIONS
TC03-167 In the Matter of the Filing by Kadoka Telephone Company to Establish Switched Access Rates.

On August 21, 2003, Kadoka Telephone Company, Kadoka, South Dakota, filed revised Switched Access Tariff rates with a
proposed effective date of October 1, 2003. In accordance with ARSD 20:10:27:12, the switched access rates are the
average of all cost companies (for the year ended December 31, 2001) in South Dakota excluding Qwest Corporation.

Staff Analyst: Harlan Best
Staff Attorney: Karen Cremer
Date Docketed: 08/21/03
Intervention Deadline; 09/12/03

TC03-168 In the Matter of the Application of IDT America, Corp. for a Certificate of Authority to Provide Local
Exchange Services in South Dakota.

On August 25, 2003, IDT America, Corp filed an application for a Certificate of Authority to provide local telecommunications
services in South Dakota. IDT America intends to provide facilities-based and resold local exchange telecommunications
services statewide, except in those areas deemed rural and those areas of the state that are not open to competition.

Staff Analyst: Michele Farris
Staff Attorney: Karen Cremer
Date Filed: 08/25/03
Intervention Deadline: 09/12/03

You may receive this listing and other PUC publications via our website or via internet e-mail.
You may subscribe or unsubscribe to the PUC mailing lists at http://www.state.sd.us/puc



IDT Corporation

520 Broad Street

MNewark, NJ 07102 USA

Legal Department

October 6, 2003

VIA OVERNIGHT MAIL

REGEIVED

Pamela Bonrud, Executive Director

South Dakota Public Utilities Commission et g ¢ 2003

500 E. Capitol . e L
State Capitol Building, 1°T Floor SOUTH DAKCTA ”ngis;”‘é
Pierre, South Dakota 57501 UTILITIES COmpISSI

Re:  Application of IDT America, Corp. for Certificate of Authority
South Dakota PUC Docket TC 03-168

Dear Ms. Bonrud:

P 973 438/3342
F 973 438/14558

wyw.idt.net

In response to the September 2, 2003 letter of Ms. Michele M. Farris of
Commuission Staff, on behalf of IDT America, Corp. (“IDT”) I have enclosed an original
and two (2) copies of a sample Tariff to accompany IDT’s Application in the above-

docketed matter.

Please date-stamp the enclosed extra copy of this letter and return it in the self-

addressed, stamped envelope provided herein.

Should you have any questions concerning this filing, please do not hesitate to

contact me at (973) 438-4854.

Respectfully submitted,

Carl Wolf Billek
IDT America, Corp.

Enclosure

MYSE: 1IDT



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 1

PEEE LT

QT 08 2003

SOUTH DAKOTA FUBLIC
SOUTH DAKOTA UTILITIES COMMISSION

LOCAL EXCHANGE TELECOMMUNICATIONS SERVICES
FOR

IDT AMERICA, CORP.

This tariff contains the descriptions, regulations, and rates applicable to the provision of
local exchange telecommunications services provided by IDT America, Corp. with
principal offices at 520 Broad Street, Newark, New Jersey 07102-3111 for services
furnished within the State of South Dakota. This tariff is on file with the South Dakota
Public Utilities Commission and can be viewed at the Commission office. In addition,
this tariff is available for review during normal business hours at the Company’s
principle place of business, 520 Broad Street, Newark, New Jersey 07102-3111.

Issued: Effective:
By:
Car]l Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2

Original Title Sheet 2
TABLE OF CONTENTS

THELE SIIEEL ....vtieerte ettt ettt ettt sbe et e et e san b et 1
TaDIE OF CONLENES ..cvvvreieiiiirieeiree ettt s e s b et b e r st n e e n et s snesee s 2
CRECK SREEL ..c.vveiteieee ettt ettt s e eaae s b e e st e e bt e s eaesabe e beesreeaaeneas 3
Explanation 0f SYMBOLS.......cc.eiireiirieiercrcei ettt 5
Application Of Tariff ...t 6
T FOTMIAL ...eeiieiiee e et s e sne e 6
DIETINILIONS. 1. eeveeeieeeeeceeetie e st e eresee et eseeebeeinebesatesaeeesasereeasbeensasbeenresbnsareabesanensnas Section 1
REZUIALIONS ..veeieieie ettt s s Section 2
SETVICE ATEAS ...eevvireeeriesieirieierie et et st ete st e e st encsbe st e re e s e e sseebesresatenesanenmensessennens Section 3
Basic Services and Rates .......coocceeiirii et Section 4
Miscellaneous Services and Rates ......ccccvveeriiriirieriiiiie et Section 5
LoNg DISTANCE SEIVICES. .ccveerereeuirierrieierreniee ettt sre s sa e e s ses Section 6
AACCESS SEIVICES .euieurerreerirrieeriteteicere ettt se st e sb s bbb e r et et e e e assm e st b rsesans Section 7
Special AITan@EMENES .......ccevuiruieiriirmiienie st Section 8
Promotional Offerings ......cccovveererieiirii e Section 9
Issued: Effective:
By:

Carl Wolf Billek, Associate General Counsel

IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 3

CHECK SHEET

The Sheets of this Tariff, as listed below, are effective as of the date shown at the bottom
of the respective Sheet(s). Original and revised Sheets as named below comprise all

changes from the original Tariff and are currently in effect as of the date at the bottom of
this Sheet.

Sheet Revision Sheet Revision Sheet Revision

1 Original 37 Original 73 Original
2 Original 38 Original 74 Original
3 Original 39 Original 75 Original
4 Original 40 Original 76 Original
5 Original 41 Original 77 Original
6 Original 42 Original 78 Original
7 Original 43 Original 79 Original
8 Original 44 Original 80 Original
9 Original 45 Original 81 Original
10 Original 46 Original 82 Original
11 Original 47 Original 83 Original
12 Original 48 Original 84 Original
13 Original 49 Original 85 Original
14 Original 50 Original 86 Original
15 Original 51 Original 87 Original
16 Original 52 Original 88 Original
17 Original 53 Original 89 Original
18 Original 54 Original 90 Original
19 Original 55 Original 91 Original
20 Original 56 Original 92 Original
21 Original 57 Original 93 Original
22 Original 58 Original 94 Original
23 Original 59 Original 95 Original
24 Original 60 Original 96 Original
25 Original 61 Original 97 Original
26 Original 62 Original 98 Original
27 Original 63 Original 99 Original
28 Original 64 Original 100 Original
29 Original 65 Original 101 Original
30 Original 66 Original 102 Original
31 Original 67 Original 103 Original
32 Original 68 Original 104 Original
33 Original 69 Original 105 Original
34 Original 70 Original 106 Original
35 Original 71 Original 107 Original
36 Original 72 Original 108 Original
Issued: Effective:

By:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 4

109 Original 110 Original
*New or Revised

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 5

EXPLANATION OF SYMBOLS

The following symbols shall be used in this tariff for the purpose indicated below:
(C) To signify changed regulation.

(D) To signify discontinued rate or regulation.

@O To signify increased rate.

(M) To signify a move in the location of text.

(N)  To signify new rate or regulation.

(R)  To signify reduced rate.

(S)  To signify reissued matter.

(T) To signify a change in text but no Change in rate or regulation.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. . South Dakota Tariff No. 2
Original Title Sheet 6

APPLICATION OF TARIFF

This tariff contains the regulations, rates and charges applicable to the provision of competitive
local telecommunications services by IDT America, Corp. for the use of Customers in transmitting
messages within the State of South Dakota, subject to the jurisdiction of the South Dakota Public
Utilities Commission (“Commission”). Services include, but are not limited to resold and
facilities-based voice services within the State of South Dakota. IDT’s services are furnished
subject to the availability of facilities and subject to the terms and conditions of this Tariff.

This tariff is on file with the Public Utility Board of South Dakota. In addition, this tariff is

available for review at the main office of IDT at 520 Broad Street, Newark, New Jersey 07102-
3111.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 7

TARIFF FORMAT

A. Sheet Numbering - Sheet numbers appear in the upper right corner of the Sheet. Sheets are
numbered sequentially. However, new Sheets are occasionally added to the Tariff. When a new
Sheet is added between Sheets already in effect, a decimal is added. For example, a new Sheet
added between Sheets 14 and 15 would be 14.1.

B. Sheet Revision Numbers - Revision numbers also appear in the upper right corner of each
Sheet. These numbers are used to determine the most current Sheet version on file with the South
Dakota Public Utilities Commission. For example, the 4th revised Sheet 14 cancels the 3rd revised
Sheet 14. Because of various suspension periods, deferrals, etc. that the South Dakota Public
Utilities Commission follows in their Tariff approval process, the most current Sheet number on
file with the Commission is not always the Tariff Sheet in effect. Consult the Check Sheet for the
Sheet currently in effect.

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding. Each level of
coding is subservient to its next higher level:
2.

2.1.

2.1.1.

2.1.1.A.

2.1.1.A.1.

2.1.1.A.1.(a).

2.1.1.A.1.(a).1.

2.1.1.A.1.(a).L(D).

2.1.1.A.1.(a).1.().(1).

D. Check Sheets - When a Tariff filing is made with the South Dakota Public Utilities
Commission, an updated check Sheet accompanies the Tariff filing. The check Sheet lists the
Sheets contained in the Tariff, with a cross reference to the current revision number. When new
Sheets are added, the check Sheet is changed to reflect the revision. All revisions made in a given
filing are designated by an asterisk (*). There will be no other symbols used on this Sheet if these
are the only changes made to it (i.e., the format, etc., remains the same, just revised revision levels
on some Sheets). The Tariff user should refer to the latest check Sheet to find out if a particular
Sheet is the most current on file with the South Dakota Public Utilities Commission.

Issued: Effective:

By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street

Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 8

SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS

Access Line - An arrangement from a local exchange telephone company or other common carrier,
using either dedicated or switched access, which connects a Customer's location to Carrier's
location or switching center.

Account - A Company accounting category containing up to two (2) residential local exchange
access lines billed to the same Customer at the same address. The second or non-primary local
exchange access line will share any call allowance of the primary local exchange access line. The
second or non-primary local exchange access line therefore will not be provisioned to include a
separate call allowance structure. No features are included with the second or non-primary local
exchange access line.

Advance Payment - Part or all of a payment required before the start of service.

Authorization Code - A numerical code, one or more of which may be assigned to a Customer, to
enable Carrier to identify the origin of service of the Customer so it may rate and bill the call. All
authorization codes shall be the sole property of Carrier and no Customer shall have any property
or other right or interest in the use of any particular authorization code. Automatic numbering
identification (ANI) may be used as or in connection with the authorization code.

Authorized User - A person, firm or corporation authorized by the Customer to be an end-user of
the service of the Customer.

Automatic Numbering Identification (ANI) - A type of signaling provided by a local exchange

telephone company which automatically identifies the local exchange line from which a call
originates.

Collocation - An arrangement whereby the Company’s switching equipment is located in a local
exchange Company’s central office.

Common Carrier - An authorized company or entity providing telecommunications services to
the public.

Commission - The South Dakota Public Utilities Commission.

Company - IDT America, Corp., the issuer of this tariff.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT’D.

Customer - The person, firm or corporation that orders service and is responsible for the payment
of charges and compliance with the terms and conditions of this tariff.

Customer Premises - A location designated by the Customer for the purposes of connecting to the
Company’s services.

Customer Terminal Equipment - Terminal equipment provided by the Customer.

Deposit — Refers to a cash equivalent of cash security held as a guarantee for payment of the
charges.

End Office - The LEC switching system office or serving wire center where Customer station
loops are terminated for purposes of interconnection to each other and/or to trunks.

End-User Premises - A location designated by the Customer for the purposes of connecting to the
Company’s services.

Holiday - New Year's Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and
Christmas Day.

Interruption - The inability to complete calls due to equipment malfunctions or human errors.
Interruption shall not include, and no allowance shall be given for service difficulties such as slow
dial tone, circuits busy or other network and/or switching capability shortages. Nor shall
Interruption include the failure of any service or facilities provided by a common carrier or other
entity other than the Carrier. Any Interruption allowance provided within this Tariff by Carrier
shall not apply where service is interrupted by the negligence or willful act of the Customer, or
where the Carrier, pursuant to the terms of this Tariff, terminates service because of non-payment
of bills, unlawful or improper use of the Carrier's facilities or service, or any other reason covered
by this Tariff or by applicable law.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT’D.

LATA - A Local Access and Transport Area established pursuant to the Modification of Final
Judgment entered by the United States District Court for the District of Columbia in Civil Action
No. 82-0192; or any other geographic area designated as a LATA in the National Exchange Carrier
Association, Inc. Tariff F.C.C. No. 4, or its successor tariff(s).

LEC - Local Exchange Company refers to the dominant, monopoly local telephone company in
the area also served by the Company.

Measured Charge - A charge assessed on a per minute basis in calculating a portion of the
charges due for a completed interexchange call.

Message Toll Service - A service that provides facilities for telecommunications between different
local calling areas of the same LATA in accordance with the regulations and schedule of rates
specified in this tariff. The rates specified in this tariff are in payment for all services furnished
between the calling and called stations.

Monthly Recurring Charges — The Monthly charges to the Customer for services, facilities and
equipment, which continue for the agreed upon the duration of the service.

MOVU - Minutes of Use.

Non-Recurring Charge (“NRC”) — The initial charge, usually assessed on a one-time basis, to
initiate and establish service.

PBX — Private Branch Exchange.
PIN — Personal Identification Number.
POP - Point of Presence.

Recurring Charges - Monthly charges to the Customer for services, and equipment, which
continues for the agreed upon duration of the service.

Issued: Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT’D.

Service - Any means of service offered herein or any combination thereof.

Service Commencement Date: The first day following the date on which the Company notifies
the Customer that the requested service or facility is available for use, unless extended by the
Customer's refusal to accept service which does not conform to standards set forth in the Service
Order or this tariff, in which case the Service Commencement Date is the date of the Customer's

acceptance. The Company and Customer may mutually agree on a substitute Service
Commencement Date.

Service Order - The written request for Company services executed by the Customer and the
Company in the format devised by the Company. The signing of a Service Order Form by the
Customer and acceptance by the Company initiates the respective obligations of the parties as set
forth therein and pursuant to this tariff.

Shared Inbound Calls — Refers to calls that are terminated via the Customer’s Company-provided
local exchange line.

Shared Outbound Calls — Refers to calls in Feature Group G (FGD) exchanges whereby the
Customer’s local telephone lines are presubscribed by the Company to the Company’s outbound
service such that “1+10-digit number” calls are automatically routed to the Company’s or an IXC’s
network. Calls to stations within the Customer’s LATA may be placed dialing “10XXX” or
“101XXXX” with 1+10-digit number.”

Station - The network control signaling unit and any other equipment provided at the Customer’s
premises which enables the Customer to establish communications connections and to effect
communications through such connections.

Subscriber - The person, firm, partnership, corporation or other entity who orders
telecommunications service from IDT. Service may be ordered by, or on behalf of, those who
own, lease or otherwise manage the pay telephone, PBX, or other switch vehicle from which an
End User places a call utilizing the services of the Company.

Telecommunications - The transmission of voice communications or, subject to the transmission
capabilities of the service, the transmission of data, facsimile, signaling, metering, or other similar
communications.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT’D.

Term Agreement - An agreement between the Company and the Customer for a fixed term of
months. -

Terminal Equipment - Any telecommunications equipment other than the transmission or
recelving equipment installed at a Company location.

Usage Charges — Charges for minutes or messages traversing over local exchange facilities.

Issued: Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2

Original Title Sheet 13

SECTION 2 — RULES AND REGULATIONS

2.1 Undertaking of the Company

2.1.1 Scope

The Company undertakes to furnish communications service pursuant to the terms
of this tariff in connection with one-way and/or two-way information transmission
between points within the State of South Dakota.

The Company is responsible under this tariff only for the services and facilities
provided hereunder, and it assumes no responsibility for any service provided by
any other entity that purchases access to the Company network in order to originate
or terminate its own services, or to communicate with its own customers.

2.1.2 Use of Services

A.

Carrier's services may be used for any lawful purpose consistent with the
transmission and switching parameters of the telecommunications facilities
utilized in the provision of services.

The use of Carrier's services without payment for service or attempting to
avoid payment for service by fraudulent means or devices, schemes, false or
invalid numbers, or false calling or credit cards is prohibited.

The Carrier does not transmit messages pursuant to this tariff, but its
services may be used for that purpose.

The Carrier's services may be canceled for nonpayment of uncontested bill
charges or for other violations of this Tariff.

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 14

SECTION 2 — RULES AND REGULATIONS (Cont’d)

2.1 Undertaking of the Company (Cont’d)
2.1.3 Shortage of Equipment or Facilities

A. The Company reserves the right to limit or to allocate the use of existing
facilities, or of additional facilities offered by the Company, when necessary
because of lack of facilities, or due to some other cause beyond the
Company's control.

B. The furnishing of service under this tariff is subject to the availability on a
continuing basis of all the necessary facilities and is limited to the capacity
of the Company's facilities as well as facilities the Company may obtain
from other carriers to furnish service from time to time as required at the
sole discretion of the Company.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000
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Original Title Sheet 15

21

SECTION 2 — RULES AND REGULATIONS

Undertaking of the Company (Cont’d)

2.1.4 Terms and Conditions

A.

Service is provided on the basis of a minimum period of at least thirty (30)
days, twenty-four (24) hours per day. For the purpose of computing charges
in this tariff, a month is considered to have thirty (30) days.

Except as otherwise stated in this tariff, Customers may be required to enter
into written service orders which shall contain or reference a specific
description of the service ordered, the rates to be charged, the duration of the
services, and the terms and conditions in this tariff. Customers will also be
required to execute any other documents as may be reasonably requested by
the Company.

At the expiration of the initial term specified in each Service Order, or in
any extension thereof, service shall continue on a month-to-month basis at
the then current rates unless terminated by either party upon notice. Any
termination shall not relieve the Customer of its obligation to pay any
charges incurred under the service order and this tariff prior to termination.
The rights and obligations which by their nature extend beyond the
termination of the term of the service order shall survive such termination.

In any action between the parties to enforce any provision of this tariff, the
prevailing party shall be entitled to recover its legal fees and court costs
from the non-prevailing party in addition to other relief a court may award.
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2.1

SECTION 2 — RULES AND REGULATIONS

Undertaking of the Company (Cont’d)

2.1.4 Terms and Conditions

E.

Service may be terminated upon written notice to the Customer if:
1. the Customer is using the service in violation of this tariff; or
2. the Customer is using the service in violation of the law.

This tariff shall be interpreted and governed by the laws of the state of South
Dakota regardless of its choice of laws provision.

No person or entity shall be required to make any payment, incur any
penalty, monetary or otherwise, or purchase any services in order to have
the right to obtain service directly from the Company.

To the extent that either the Company or any other telephone company
exercises control over available cable pairs, conduit, duct space, raceways,
or other facilities needed by the other to reach a person or entity, the party
exercising such control shall make them available to the other on terms
equivalent to those under which the Company makes similar facilities under
its control available to its customers. At the reasonable request of either
party, the Company and the other telephone company shall join the attempt
to obtain from the owner of the property access for the other party to serve a
person or entity.
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2.1

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.5 Limitations on Liability

A.

Except as otherwise stated in this section, the liability of the Company for
damages arising out of either: (1) the furnishing of its services, including but
not limited to mistakes, omissions, interruptions, delays, or errors, or other
defects, representations, or use of these services or (2) the failure to furnish
its service, whether caused by acts or omission, whether caused by acts or
omission, shall be limited to the extension of allowances to the Customer for
interruptions in service as set forth in Section 2.6.

Except for the extension of allowances to the Customer for interruptions in
service set forth in Section 2.6, the Company shall not be liable to a
Customer or third party for any direct, indirect, special, incidental, reliance,
consequential, exemplary or punitive damages, including, but not limited to,
loss of revenue or profits, for any reason whatsoever, including, but not
limited to, any act or omission, failure to perform, delay, interruption,
failure to provide any service or any failure in or breakdown of facilities
associated with the service.

The liability of the Company for errors in billing that result in overpayment
by the Customer shall be limited to a credit equal to the dollar amount
erroneously billed or, in the event that payment has been made and service
has been discontinued, to a refund of the amount erroneously billed.
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2.1

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.5 Limitations on Liability (Cont’d)

D. The Company shall be indemnified and saved harmless by the Customer
from and against all loss, liability, damage and expense, due to:

1

Any act or omission of: (a) the Customer, (b) any other entity
furnishing service, equipment or facilities for use in conjunction with
services or facilities provided by the Company; or (¢) common
carriers or warchousemen, except as contracted by the Company;

Any delay or failure of performance or equipment due to causes
beyond the Company's control, including but not limited to, acts of
God, fires, floods, earthquakes, hurricanes, or other catastrophes;
national emergencies, insurrections, riots, wars or other civil
commotions; strikes, lockouts, work stoppages or other labor
difficulties; criminal actions taken against the Company;
unavailability, failure or malfunction of equipment or facilities
provided by the Customer or third parties; and any law, order,
regulation or other action of any governing authority or agency
thereof;

Any unlawful or unauthorized use of the Company's facilities and
services;

Libel, slander, invasion of privacy or infringement of patents, trade
secrets, or copyrights arising from or in connection with the material
transmitted by means of Company-provided facilities or services; or
by means of the combination of Company-provided facilities or
services;

Breach in the privacy or security of communications transmitted
over the Company's facilities;
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2.1

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.5 Limitations on Liability (Cont’d)

D.

(Cont'd.)

.6

10

A1

Changes in any of the facilities, operations or procedures of the
Company that render any equipment, facilities or services provided
by the Customer obsolete, or require modification or alteration of
such equipment, facilities or services, or otherwise affect their use or
performance, except where reasonable notice is required by the
Company and is not provided to the Customer, in which event the
Company's liability is limited as set forth in Paragraph A of this
Subsection 2.1.4.

Defacement of or damage to Customer premises resulting from the
furnishing of services or equipment on such premises or the
installation or removal thereof;

Injury to property or injury or death to persons, including claims for
payments made under Workers' Compensation law or under any plan
for employee disability or death benefits, arising out of, or caused
by, any act or omission of the Customer, or the construction,
installation, maintenance, presence, use or removal of the Customer's
facilities or equipment connected, or to be connected to the
Company's facilities;

Any noncompletion of calls due to network busy conditions;

Any calls not actually attempted to be completed during any period
that service is unavailable.

Any other claim resulting from any act or omission of the Customer
or patron(s) of the Customer relating to the use of the Company’s
services or facilities.

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2

Original Title Sheet 20

2.1

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.5 Limitations on Liability (Cont’d)

E.

The Company does not guarantee nor make any warranty with respect to
installations provided by it for use in an explosive atmosphere.

The Company makes no warranties or representations, EXPRESS OR
IMPLIED, either in fact or by operation of law, statutory or otherwise,
including warranties of merchantability or fitness for a particular use, except
those expressly set forth herein.

Failure by the Company to assert its rights pursuant to one provision of this
rate sheet does not preclude the Company from asserting its rights under
other provisions.

Directory Errors - In the absence of gross negligence or willful
misconduct, no liability for damages arising from errors or mistakes in or
omissions of directory listings, or errors or mistakes in or omissions of
listing obtainable from the directory assistance operator, including errors in
the reporting thereof, shall attach to the Company. An allowance for errors
or mistakes in or omissions of published directory listings or for errors or
mistakes in or omissions of listing obtainable from the directory assistance
operator shall be at the monthly tariff rate for each listing, or in the case of a
free or no-charge directory listing, credit shall equal two times the monthly
tariff rate for an additional listing, for the life of the directory or the charge
period during which the error, mistake or omission occurs.
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2.1

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.5 Limitations on Liability (Cont’d)

I

With respect to Emergency Number 911 Service:

N |

This service is offered solely as an aid in handling assistance calls in
connection with fire, police and other emergencies. The Company is
not responsible for any losses, claims, demands, suits or any liability
whatsoever, whether suffered, made instituted or asserted by the
Customer or by any other party or person for any personal injury or
death of any person or persons, and for any loss, damage or
destruction of any property, whether owned by the Customer or
others, caused or claimed to have been caused by: (1) mistakes,
omissions, interruptions, delays, errors or other defects in the
provision of service, or (2) installation, operation, failure to operate,
maintenance, removal, presence, condition, local or use of any
equipment and facilities furnishing this service.

Neither is the Company responsible for any infringement, nor
invasion of the right of privacy of any person or persons, caused or
claimed to have been caused directly or indirectly, by the
installation, operation, failure to operate, maintenance, removal,
presence, condition, occasion or use of emergency 911 service
features and the equipment associated therewith, or by any services
furnished by the Company, including, but not limited to the
identification of the telephone number, address or name associated
with the telephone used by the party or parties accessing emergency
911 service, and which arise out of the negligence or other wrongful
act of the Company, the Customer, its users, agencies or
municipalities, or the employees or agents of any one of them.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.5 Limitations on Liability (Cont’d)

2.1.6

I With respect to Emergency Number 911 Service (Cont’d)

3

When a Customer with a nonpublished telephone number, as defined
herein, places a call to the emergency 911 service, the Company will
release the name and address of the calling party, where such
information can be determined, to the appropriate local
governmental authority responsible for emergency 911 service upon
request of such governmental authority. By subscribing to service
under this rate sheet, the Customer acknowledges and agrees with
the release of information as described above.

Notification of Service-Affecting Activities

The Company will provide the Customer reasonable notification of service-
affecting activities that may occur in normal operation of its business. Such
activities may include, but are not limited to, equipment or facilities additions,
removals or rearrangements and routine preventative maintenance. Generally, such
activities are not specific to an individual Customer but affect many Customers'
services. No specific advance notification period is applicable to all service
activities. The Company will work cooperatively with the Customer to determine
the reasonable notification requirements. With some emergency or unplanned
service-affecting conditions, such as an outage resulting from cable damage,
notification to the Customer may not be possible.
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2.1

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.7 Provision of Equipment and Facilities

A.

The Company shall use reasonable efforts to make available services to a
Customer on or before a particular date, subject to the provisions of and
compliance by the Customer with, the regulations contained in this tariff.
The Company does not guarantee availability by any such date and shall not
be liable for any delays in commencing service to any Customer.

The Company shall use reasonable efforts to maintain only the facilities and
equipment that it furnishes to the Customer. The Customer may not, nor
may the Customer permit others to, rearrange, disconnect, remove, attempt
to repair, or otherwise interfere with any of the facilities or equipment
installed by the Company, except upon the written consent of the Company.

The Company may substitute, change or rearrange any equipment or facility
at any time and from time to time, but shall not thereby alter the technical
parameters of the service provided the Customer.

Equipment the Company provides or installs at the Customer Premises for
use in connection with the services the Company offers shall not be used for
any purpose other than that for which it was provided.

The Customer shall be responsible for the payment of service charges as set
forth herein for visits by the Company's agents or employees to the Premises
of the Customer when the service difficulty or trouble report results from the
use of equipment or facilities provided by any party other than the
Company, including but not limited to the Customer.
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SECTION 2 — RULES AND REGULATIONS (CONT’D).

2.2 Undertaking of the Company (Cont’d)
2.1.7 Provision of Equipment and Equipment (Cont’d)

F. The Company shall not be responsible for the installation, operation, or
maintenance of any Customer-provided communications equipment. Where
such equipment is connected to the facilities furnished pursuant to this tariff,
the responsibility of the Company shall be limited to the furnishing of
facilities offered under this tariff and to the maintenance and operation of
such facilities. Subject to this responsibility, the Company shall not be
responsible for:

1. the transmission of signals by Customer-provided equipment or for
the quality of, or defects in, such transmission; or

2. the reception of signals by Customer-provided equipment.
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2.1

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Undertaking of the Company (Cont’d)

2.1.8

2.1.9

Non-routine Installation

At the Customer's request, installation and/or maintenance may be performed
outside the Company's regular business hours or in hazardous locations. In such
cases, charges based on cost of the actual labor, material, or other costs incurred by
or charged to the Company will apply. If installation is started during regular
business hours but, at the Customer's request, extends beyond regular business
hours into time periods including, but not limited to, weekends, holidays, and/or
night hours, additional charges may apply.

Special Construction

Subject to the agreement of the Company and to all of the regulations contained in
this tariff, special construction of facilities may be undertaken on a reasonable
efforts basis at the request of the Customer. Special construction is that construction
undertaken:

A. where facilities are not presently available, and there is no other
requirement for the facilities so constructed;

B. of a type other than that which the Company would normally utilize in the
furnishing of its services;

C. over a route other than that which the Company would normally utilize in
the furnishing of its services;

D. in a quantity greater than that which the Company would normally
construct;

E. on an expedited basis;
on a temporary basis until permanent facilities are available;

involving abnormal costs; or
in advance of its normal construction.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.1 Undertaking of the Company, (Cont'd.)

2.1.10 Ownership of Facilities

Title to all facilities provided in accordance with this rate sheet remains in the
Company, its partners, agents, contractors or suppliers.
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2.2

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Prohibited Uses

2.2.1

2.2.2

2.2.3

2.2.4

The services the Company offers shall not be used for any unlawful purpose or for
any use as to which the Customer has not obtained all required governmental
approvals, authorizations, licenses, consents and permits.

The Company may require applicants for service who intend to use the Company's
offerings for resale and/or for shared use to file a letter with the Company
confirming that their use of the Company's offerings complies with relevant laws
and South Dakota Public Utilities Commission regulations, policies, orders, and
decisions.

The Company may block any signals being transmitted over its Network by
Customers which cause interference to the Company or other users. Customer shall
be relieved of all obligations to make payments for charges relating to any blocked
Service and shall indemnify the Company for any claim, judgment or liability
resulting from such blockage. “

A Customer, joint user, or authorized user may not assign, or transfer in any
manner, the service or any rights associated with the service without the written
consent of the Company. The Company will permit a Customer to transfer its
existing service to another entity if the existing Customer has paid all charges owed
to the Company for regulated communications services. Such a transfer will be
treated as a disconnection of existing service and installation of new service, and
non-recurring installation charges as stated in this tariff will apply.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.3 Obligations of the Customer

2.3.1 General

The Customer is responsible for making proper application for service; placing any
necessary order, complying with tariff regulations; payment of charges for services
provided. Specific Customer responsibilities include, but are not limited to the
following:

A.

B.

the payment of all applicable charges pursuant to this tariff;

damage to or loss of the Company's facilities or equipment caused by the
acts or omissions of the Customer; or the noncompliance by the Customer,
with these regulations; or by fire or theft or other casualty on the Customer
Premises, unless caused by the negligence or willful misconduct of the
employees or agents of the Company;

providing at no charge, as specified from time to time by the Company, any
needed personnel, equipment space and power to operate Company facilities
and equipment installed on the premises of the Customer, and the level of
heating and air conditioning necessary to maintain the proper operating
environment on such premises;

obtaining, maintaining, and otherwise having full responsibility for all
rights-of-way and conduits necessary for installation of fiber optic cable and
associated equipment used to provide Communication Services to the
Customer from the cable building entrance or property line to the location of
the equipment space described in 2.3.1(C). Any and all costs associated with
obtaining and maintaining the rights-of-way described herein, including the
costs of altering the structure to permit installation of the Company-
provided facilities, shall be borne entirely by, or may be charged by the
Company to, the Customer. The Company may require the Customer to
demonstrate its compliance with this section prior to accepting an order for
service;
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

Obligations of the Customer, (Cont'd.)

2.3.1 General, (Cont'd.)

E.

providing a safe place to work and complying with all laws and regulations
regarding the working conditions on the premises at which Company
employees and agents shall be installing or maintaining the Company's
facilities and equipment. The Customer may be required to install and
maintain Company facilities and equipment within a hazardous area if, in
the Company's opinion, injury or damage to the Company's employees or
property might result from installation or maintenance by the Company. The
Customer shall be responsible for identifying, monitoring, removing and
disposing of any hazardous material (e.g. asbestos) prior to any construction
or installation work;

complying with all laws and regulations applicable to, and obtaining all
consents, approvals, licenses and permits as may be required with respect to,
the location of Company facilities and equipment in any Customer premises
or the rights-of-way for which Customer is responsible under Section
2.3.1.D.; and granting or obtaining permission for Company agents or
employees to enter the premises of the Customer at any time for the purpose
of installing, inspecting, maintaining, repairing, or upon termination of
service as stated herein, removing the facilities or equipment of the
Company;

not creating, or allowing to be placed, any liens or other encumbrances on
the Company's equipment or facilities; and

making Company facilities and equipment available periodically for
maintenance purposes at a time agreeable to both the Company and the
Customer. No allowance will be made for the period during which service is
interrupted for such purposes.
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2.3

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Obligations of the Customer, Cont’d.

2.3.2 Liability of the Customer

A.

The Customer will be liable for damages to the facilities of the Company
and for all incidental and consequential damages caused by the negligent or
intentional acts or omissions of the Customer, its officers, employees,
agents, invites, or contractors where such acts or omissions are not the direct
result of the Company's negligence or intentional misconduct.

To the extent caused by any negligent or intentional act of the Customer as
described in A., preceding, the Customer shall indemnify, defend and hold
harmless the Company from and against all claims, actions, damages,
liabilities, costs and expenses, including reasonable attorneys' fees, for (1)
any loss, destruction or damage to property of any third party, and (2) any
liability incurred by the Company to any third party pursuant to this or any
other rate sheet of the Company, or otherwise, for any interruption of,
interference to, or other defect in any service provided by the Company to
such third party.

The Customer shall not assert any claim against any other Customer or user
of the Company's services for damages resulting in whole or in part from or
arising in connection with the furnishing of service under this rate sheet
including but not limited to mistakes, omissions, interruptions, delays, errors
or other defects or misrepresentations, whether or not such other Customer
or user contributed in any way to the occurrence of the damages, unless such
damages were caused solely by the negligent or intentional act or omission
of the other Customer or user and not by any act or omission of the
Company. Nothing in this rate sheet is intended either to limit or to expand
Customer's right to assert any claims against third parties for damages of
any nature other than those described in the preceding sentence.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.3 Obligations of the Customer, Cont’d.

2.3.3 Resale and Sharing

Any service provided under this tariff may be resold to or shared with other persons
at the option of the Customer, subject to compliance with any applicable laws or
South Dakota Public Utilities Commission regulations governing such resale or
sharing. The Customer remains solely responsible for all use of services ordered by
it or billed to its telephone number(s) pursuant to this tariff, for determining who is

authorized to use its services, and for notifying the Company of any unauthorized
use.

Issued: Effective:
By:
Car]l Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2

Original Title Sheet 32

SECTION 2 - RULES AND REGULATIONS, CONT’D.

24 Customer Equipment and Channels
2.4.1 General

A User may transmit or receive information or signals via the facilities of the

Company. The Company's services are designed primarily for the transmission of

voice-grade telephonic signals, except as otherwise stated in this tariff. A User may

transmit any form of signal that is compatible with the Company's equipment, but
the Company does not guarantee that its services will be suitable for purposes other
than voice-grade telephonic communication except as specifically stated in this
tariff.

2.4.2 Station Equipment

A. Terminal equipment on the User's Premises and the electric power
consumed by such equipment shall be provided by and maintained at the
expense of the User. The User is responsible for the provision of wiring or
cable to connect its terminal equipment to the Company Point of
Connection.

B. The Customer is responsible for ensuring that Customer-provided
equipment connected to Company equipment and facilities is compatible
with such equipment and facilities. The magnitude and character of the
voltages and currents impressed on Company-provided equipment and
wiring by the connection, operation, or maintenance of such equipment and
wiring shall be such as not to cause damage to the Company-provided
equipment and wiring or injury to the Company's employees or to other
persons. Any additional protective equipment required to prevent such
damage or injury shall be provided by the Company at the Customer's
expense, subject to prior Customer approval of the equipment expense.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.4 Customer Equipment and Channels (Cont’d)

2.4.3 Imnterconnection of Facilities

A.

Any special interface equipment necessary to achieve compatibility between
the facilities and equipment of the Company used for furnishing
Communication Services and the channels, facilities, or equipment of others
shall be provided at the Customer's expense.

Communication Services may be connected to the services or facilities of
other communications carriers only when authorized by, and in accordance
with, the terms and conditions of the tariffs of the other communications
carriers that are applicable to such connections.

Facilities furnished under this tariff may be connected to Customer-provided
terminal equipment in accordance with the provisions of this tariff. All such
terminal equipment shall be registered by the Federal Communications
Board pursuant to Part 68 of Title 47, Code of Federal Regulations; and all
User-provided wiring shall be installed and maintained in compliance with
those regulations.

Users may interconnect communications facilities that are used in whole or
in part for interstate communications to services provided under this tariff
only to the extent that the user is an is "End User", as defined in Section
69.2(m), Title 47, Code of Federal Regulations (1992 edition).
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

Customer Equipment and Channels (Cont’d)

2.4.4 Inspections

A.

Upon suitable notification to the Customer, and at a reasonable time, the
Company may make such tests and inspections as may be necessary to
determine that the Customer is complying with the requirements set forth in
Section 2.4.2.A. for the installation, operation, and maintenance of
Customer-provided facilities, equipment, and wiring in the connection of
Customer-provided facilities and equipment to Company-owned facilities
and equipment.

If the protective requirements for Customer-provided equipment are not
being complied with, the Company may take such action as it deems
necessary to protect its facilities, equipment, and personnel. The Company
will notify the Customer promptly if there is any need for further corrective
action. Within ten (10) days of receiving this notice, the Customer must take
this corrective action and notify the Company of the action taken. If the
Customer fails to do this, the Company may take whatever additional action
is deemed necessary, including the suspension of service, to protect its
facilities, equipment and personnel from harm.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.5  Payment Arrangements
2.5.1 Payment for Service

The Customer is responsible for the payment of all charges for facilities and
services furnished by the Company to the Customer and to all Authorized Users by
the Customer, regardless of whether those services are used by the Customer itself
or are resold to or shared with other persons.

The Customer is responsible for payment of any sales, use, gross receipts, excise,
access or other local, state, federal and 911 taxes, charges or surcharges (however
designated) (excluding taxes on Company's net income) imposed on or based upon
the provision, sale or use of Network Services. The Company will not separately
charge for the South Dakota gross receipts tax on the Company’s invoice for local
services. Any taxes imposed by a local jurisdiction (e.g., county and municipal) will
only be recovered from those Customers residing in the affected jurisdictions.

The security of the Customer’s PIN is the responsibility of the Customer. All calls
placed using a PIN shall be billed to and shall be the obligation of the Customer.
The Customer shall not be responsible for charges in comnection with the
unauthorized use of PINs arising after the Customer notifies the Company of the
loss, theft, or other breach of security of such PING.

Customers will only be charged once, on either an interstate or intrastate basis, for
any nonrecurring charges.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
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2.5

SECTION 2 - RULES AND REGULATIONS, CONT"D.

Payment Arrangements
2.5.2 Billing and Collection of Charges

The Customer is responsible for payment of all charges incurred by the Customer or
other Authorized Users for services and facilities furnished to the Customer by the
Company.

A. Nonrecurring charges are due and payable within thirty (30) days after the
invoice date, unless otherwise agreed to in advance.

B. The Company shall present invoices for recurring charges monthly to the
Customer, in advance of the month in which service is provided, and
Recurring Charges shall be due and payable within thirty (30) days after the
invoice date. When billing is based on customer usage, charges will be
billed monthly for the preceding billing periods.

C. When service does not begin on the first day of the month, or end on the last
day of the month, the charge for the fraction of the month in which service
was furnished will be calculated on a pro rata basis. For this purpose, every
month is considered to have thirty (30) days.

D. Billing of the Customer by the Company will begin on the Service
Commencement Date, which is the first day following the date on which the
Company notifies the Customer that the service or facility is available for
use, except that the Service Commencement Date may be postponed by
mutual agreement of the parties, or if the service or facility does not
conform to standards set forth in this tariff or the Service Order. Billing
accrues through and includes the day that the service, circuit, arrangement or
component is discontinued.

E. The Company reserves the right to assess a late payment fee of 1.5% per
month on any past due balance in accordance with N.J.A.C. 14:3-7.13. A
balance is considered past due if unpaid thirty (30) days following the date
of the bill listing amounts owed by the Customer. Any applicable late
payment fees will be assessed according to the terms and conditions of the
Company or its billing agent and pursuant to South Dakota state law.

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.5 Payment Arrangements (Cont’d)
2.5.2 Billing and Collection of Charges

F. The Customer will be assessed a charge of twenty-five ($25.00) dollars for
each check or other payment submitted by the Customer to the Company
that a financial institution refuses to honor.

G. If service is disconnected by the Company in accordance with Section 2.5.6
following and later restored, restoration of service will be subject to all
applicable installation charges.

Issued: Effective:

Carl Wolf Billek, Associate General Counsel
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2.5

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Payment Arrangements (Cont’d)

2.5.3 Disputed Bills

A.

In the event that a billing dispute occurs concerning any charges billed to the
Customer by the Company, the Company may require the Customer to pay
the undisputed portion of the bill to avoid discontinuance of service for non-
payment. The Customer must submit a documented claim for the disputed
amount. The Customer will submit all documentation as may reasonably be
required to support the claim. All claims must be submitted to the Company
within 180 days of receipt of billing for those services. If the Customer does
not submit a claim as stated above, the Customer waives all rights to filing a
claim thereafter.

Unless disputed, the invoice shall be deemed correct and payable in full by
the Customer. If the Customer and the Company are unable to resolve the
dispute to their mutual satisfaction, the Customer may refer the dispute to
the South Dakota Division of Public Utilities and Carriers, 89 Jefferson
Boulevard, Warwick, RI 02888.

If the dispute is resolved in favor of the Customer and the Customer has
withheld the disputed amount, no interest credits or penalties will apply.

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
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2.5

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Payment Arrangements (Cont’d)

254

255

Advance Payments

To safeguard its interests, the Company may require a Customer to make an
advance payment before services and facilities are furnished. The advance payment
will not exceed an amount equal to the non-recurring charge(s) and one month's
charges for the service or facility. In addition, where special construction is
involved, the advance payment may also include an amount equal to the estimated
non-recurring charges for the special construction and recurring charges (if any) for
a period to be set between the Company and the Customer. The advance payment
will be credited to the Customer's initial bill. An advance payment may be required
in addition to a deposit.

Deposits

The Company does not require Customer deposits.

Issued:
By:

Effective:
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2.5

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Payment Arrangements (Cont’d)

2.5.6 Discontinuance of Service

A.

Upon nonpayment of any amounts owing to the Company, the Company
may, by giving ten (10) days written notice to the Customer, discontinue or
suspend service without incurring any liability.

Upon violation of any of the other material terms or conditions for
furnishing service the Company may, by giving ten (10) days written notice
to the Customer, discontinue or suspend service without incurring any
liability if such violation continues during that period.

Upon condemnation of any material portion of the facilities used by the
Company to provide service to a Customer or if a casualty renders all or any
material portion of such facilities inoperable beyond feasible repair, the
Company, by notice to the Customer, may discontinue or suspend service
without incurring any liability.

Upon the Customer's insolvency, assignment for the benefit of creditors,
filing for bankruptcy or reorganization, or failing to discharge an
involuntary petition within the time permitted by law, the Company may
immediately discontinue or suspend service without incurring any liability.

Upon any governmental prohibition or required alteration of the services to
be provided or any violation of an applicable law or regulation, the
Company may immediately discontinue service without incurring any
liability.

In the event of fraudulent use of the Company's network, the Company will
discontinue service without notice and/or seek legal recourse to recover all
costs involved in enforcement of this provision.

Issued:
By:

Effective:
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2.5

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Payment Arrangements (Cont’d)

2.5.6 Discontinuance of Service (Cont’d)

G.

Upon the Company's discontinuance of service to the Customer under
Section 2.5.6 A. or 2.5.6 B., the Company, in addition to all other remedies
that may be available to the Company at law or in equity or under any other
provision of this tariff, may declare all future monthly and other charges that
would have been payable by the Customer during the remainder of the term
for which such services would have otherwise been provided to the
Customer to be immediately due and payable (discounted to present value at
six percent).

Without notice in the event of Customer use of equipment or services in
such a manner as to adversely affect the Company’s service to others.

Without notice in the event of tampering with the equipment or services
furnished by the Company.

Issued:
By:

Effective:
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2.5

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Payment Arrangements (Cont’d)

2.5.7 Cancellation of Application for Service

A.

Applications for service cannot be canceled without the Company's
agreement. Where the Company permits a Customer to cancel an
application for service prior to the start of service or prior to any special
construction, no charges will be imposed except for those specified below.

Where, prior to cancellation by the Customer, the Company incurs any
expenses in installing the service or in preparing to install the service that it
otherwise would not have incurred, a charge equal to the costs incurred by
the Company, less net salvage, shall apply, but in no case shall this charge
exceed the sum of the charge for the minimum period of services ordered,
including installation charges, and all charges others levy against the
Company that would have been chargeable to the Customer had service
commenced (all discounted to present value at six percent).

Issued:
By:

Effective:
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.5 Payment Arrangements (Cont’d)
2.5.7 Cancellation of Application for Service (Cont’d)

C. Where the Company incurs any expense in connection with special
construction, or where special arrangements of facilities or equipment have
begun, before the Company receives a cancellation notice, a charge equal to
the costs incurred by the Company, less net salvage, applies. In such cases,
the charge will be based on such elements as the cost of the equipment,
facilities, and material, the cost of installation, engineering, labor, and
supervision, general and administrative expense, other disbursements,
depreciation, maintenance, taxes, provision for return on investment, and
any other costs associated with the special construction or arrangements.

D. The special charges described in Sections 2.5.7.A. through 2.5.7.C. will be
calculated and applied on a case-by-case basis.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.5 Payment Arrangements (Cont’d)
2.5.8 Changes in Service Requested

If the Customer makes or requests material changes in circuit engineering,
equipment specifications, service parameters, premises locations, or otherwise
materially modifies any provision of the application for service, the Customer's
installation fee shall be adjusted accordingly.

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.6  Allowances for Interruption in Service
Interruptions in service that are not due to the negligence of, or noncompliance with the
provisions of this tariff by, the Customer or the operation or malfunction of the facilities,
power or equipment provided by the Customer, will be credited to the Customer as set forth
in 2.6.1 for the part of the service that the interruption affects.
2.6.1 General

A. A credit allowance will be given when service is interrupted, except as
specified below. A service is interrupted when it becomes inoperative to the
Customer, e.g., the Customer is unable to transmit or receive, because of a
failure of a component furnished by the Company under this tariff.

B. An interruption period begins when the Customer reports a service, facility
or circuit to be inoperative and, if necessary, releases it for testing and
repair. An interruption period ends when the service, facility or circuit is
operative.

Issued: Effective:
By:
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2.6

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Allowances for Interruption in Service (Cont’d)

2.6.1 Credit for Interruptions, (Cont’d.)

C.

If the Customer reports a service, facility or circuit to be interrupted but
declines to release it for testing and repair, or refuses access to its premises
for test and repair by the Company, the service, facility or circuit is
considered to be impaired but not interrupted. No credit allowances will be
made for a service, facility or circuit considered by the Company to be
impaired.

The Customer shall be responsible for the payment of service charges as set
forth herein for visits by the Company's agents or employees to the premises
of the Customer when the service difficulty or trouble report results from the
use of equipment or facilities provided by any party other than the
Company, including but not limited to the Customer.

2.6.2 Limitations of Allowances

No credit allowance will be made for any interruption in service:

A.

Due to the negligence of or noncompliance with the provisions of this rate
sheet by any person or entity other than the Company, including but not
limited to the Customer;

Due to the failure of power, equipment, systems, connections or services not
provided by the Company;

Due to circumstances or causes beyond the reasonable control of the
Company;

During any period in which the Company is not given full and free access to
its facilities and equipment for the purposes of investigating and correcting
interruptions;

A service will not be deemed to be interrupted if a Customer continues to
voluntarily make use of the such service. If the service is interrupted, the
Customer can get a service credit, use another means of communications
provided by the Company (pursuant to Section 2.6.3), or utilize another
service provider;

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.6 Allowances for Interruption in Service (Cont’d)
2.6.2 Limitations of Allowances (Cont’d)

F. During any period when the Customer has released service to the Company
for maintenance purposes or for implementation of a Customer order for a
change in service arrangements;

G. That occurs or continues due to the Customer's failure to authorize
replacement of any element of special construction; and

H. That was not reported to the Company within thirty (30) days of the date
that service was affected.

2.6.3 Use of Another Means of Communications
If the Customer elects to use another means of communications during the period of
interruption, the Customer must pay the charges for the alternative service used.
2.6.4 Application of Credits for Interruptions in Service

A. Credits for interruptions in service that is provided and billed on a flat rate
basis for a minimum period of at least one month, beginning on the date that
billing becomes effective, shall in no event exceed an amount equivalent to
the proportionate charge to the Customer for the period of service during
which the event that gave rise to the claim for a credit occurred. A credit
allowance is applied on a pro rata basis against the rates specified hereunder
and is dependent upon the length of the interruption. Only those facilities on
the interrupted portion of the circuit will receive a credit.

B. For calculating credit allowances, every month is considered to have thirty
(30) days.

C. A credit allowance will be given for interruptions of thirty (30) minutes or
more. Two or more interruptions of fifteen (15) minutes or more during any
one 24-hour period shall be combined into one cumulative interruption.

Issued: Effective:
By:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.6 Allowances for Interruption in Service (Cont’d)
2.6.4 Application of Credits for Interruptions in Service (Cont’d)
D. Interruptions of 24 Hours or Less
Length of Interruption Amount of Service To Be Credited
Less than 30 minutes Nomne
30 minutes up to but not
including 3 hours 1/10 Day
3 hours up to but not
including 6 hours 1/5 Day
6 hours up to but not
including 9 hours 2/5 Day
9 hours up to but not
including 12 hours 3/5 Day
12 hours up to but not
including 15 hours 4/5 Day
15 hours up to but not
including 24 hours One Day
E. Interruptions Over 24 Hours and Less Than 72 Hours
Interruptions over 24 hours and less than 72 hours will be credited 1/5 day
for each 3-hour period or fraction thereof. No more than one full day's credit
will be allowed for any period of 24 hours.
F. Interruptions Over 72 Hours
Interruptions over 72 hours will be credited 2 days for each full 24-hour
period. No more than thirty (30) days credit will be allowed for any one
month period.
Issued: Effective:
By:
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2.6

2.7

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Allowances for Interruption in Service (Cont’d)
2.6.5 Cancellation For Service Interruption

Cancellation or termination for service interruption is permitted only if any circuit
experiences a single continuous outage of 8 hours or more or cumulative service
credits equaling 16 hours in a continuous 12-month period. The right to cancel
service under this provision applies only to the single circuit that has been subject to
the outage or cumulative service credits.

Use of Customer's Service by Others
2.7.1 Joint Use Arrangements

Joint use arrangements will be permitted for all services provided under this tariff.
From each joint use arrangement, one member will be designated as the Customer
responsible for the manner in which the joint use of the service will be allocated.
The Company will accept orders to start, rearrange, relocate, or discontinue service
only from the designated Customer. Without affecting the Customer's ultimate
responsibility for payment of all charges for the service, each joint user shall be
responsible for the payment of the charges billed to it.

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2

Original Title Sheet 50

SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.8  Cancellation of Service/Termination Liability
If a Customer cancels a Service Order or terminates services before the completion of the
term for any reason whatsoever other than a service interruption (as defined in Section
2.6.1 above), the Customer agrees to pay to the Company termination liability charges, as
defined below. These charges shall become due as of the effective date of the cancellation
or termination and be payable within the period, set forth in Section 2.5.2.
2.8.1 Termination Liability
The Customer's termination liability for cancellation of service shall be equal to:
A. all unpaid Non-Recurring charges reasonably expended by the Company to
establish service to the Customer; plus
B. any disconnection, early cancellation or termination charges reasonably
incurred and paid to third parties by the Company on behalf of the
Customer; plus
C. all Recurring Charges specified in the applicable Service Order Tariff for
the balance of the then current term discounted at the prime rate announced
in the Wall Street Journal on the third business day following the date of
cancellation;
D. minus a reasonable allowance for costs avoided by the Company as a direct
result of the Customer's cancellation.
Issued: Effective:
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2.9

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Transfers and Assignments

Neither the Company nor the Customer may assign or transfer its rights or duties in
connection with the services and facilities provided by the Company without the written
consent of the other party, except that the Company may assign its rights and duties:

2.9.1 to any subsidiary, parent company or affiliate of the Company; or

2.9.2 pursuant to any sale or transfer of substantially all the assets of the Company; or

2.9.3 pursuant to any financing, merger or reorganization of the Company.

Issued:
By:

Effective:
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2.10

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Customer Liability for Unauthorized Use of the Network

Unauthorized use of the network occurs when a person or entity that does not have actual,
apparent, or implied authority to use the network, obtains the Company's services provided
under this tariff.

2.10.1 Customer Liability for Fraud and Unauthorized Use of the Network

A.

The Customer is liable for the unauthorized use of the network obtained
through the fraudulent use of a Company calling card, if such a card is
offered by the Company, or an accepted credit card, provided that the
unauthorized use occurs before the Company has been notified.

A Company calling card is a telephone calling card issued by the Company
at the Customer's request, which enables the Customer or user(s) authorized
by the Customer to place calls over the Network and to have the charges for
such calls billed to the Customer's account.

An accepted credit card is any credit card that a cardholder has requested or
applied for and received, or has signed, used, or authorized another person
to use to obtain credit. Any credit card issued as an renewal or substitute in
accordance with this paragraph is an accepted credit card when received by
the cardholder.

The Customer must give the Company written or oral notice that an
unauthorized use of a Company calling card or an accepted credit card has
occurred or may occur as a result of loss, and/or theft.

The Customer is responsible for payment of all charges for calling card
services furnished to the Customer or to users authorized by the Customer to
use service provided under this tariff, unless due to the negligence of the
Company. This responsibility is not changed due to any use, misuse, or
abuse of the Customer's service or Customer-provided equipment by third
parties, the Customer's employees, or the public.

The liability of the Customer for unauthorized use of the Network by credit
card fraud will not exceed the lesser of fifty dollars ($50.00) or the amount
of money, property, labor, or services obtained by the unauthorized user
before notification to the Company.

Issued:
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Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2

Original Title Sheet 53

2.11

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Notices and Communications

2.11.1

2.11.2

2.11.3

2.11.4

The Customer shall designate on the Service Order an address to which the
Company shall mail or deliver all notices and other communications, except that the
Customer may also designate a separate address to which the Company's bills for
service shall be mailed.

The Company shall designate on the Service Order an address to which the
Customer shall mail or deliver all notices and other communications, except that
Company may designate a separate address on each bill for service to which the
Customer shall mail payment on that bill.

All notices or other communications required to be given pursuant to this tariff will
be in writing. Notices and other communications of either party, and all bills mailed
by the Company, shall be presumed to have been delivered to the other party on the
third business day following placement of the notice, communication or bill with
the U.S. Mail or a private delivery service, prepaid and properly addressed, or when
actually received or refused by the addressee, whichever occurs first.

Company or the Customer shall advise the other party of any changes to the
addresses designated for notices, other communications or billing, by following the
procedures for giving notice set forth herein.
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2.12

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Taxes, Fees and Surcharges

The Company reserves the right to bill any and all applicable taxes, fees and
surcharges in addition to normal rates and charges for services provided to the
Customer. Taxes and fees include, but are not limited to: Federal Excise Tax, State
Sales Tax, Municipal Tax, Federal and/or State Universal Service Charge, National
Carrier Charge and Gross Receipts Tax. Unless otherwise specified in this tariff,
such taxes, fees and surcharges are in addition to rates as quoted in this tariff and
will be itemized separately on Customer invoices.
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2.13

SECTION 2 - RULES AND REGULATIONS, CONT’D.

Miscellaneous Provisions

2.13.1

2.13.2

Telephone Number Changes

Whenever any Customer’s telephone number is changed after a directory is
published, the Company shall intercept all calls to the former number for at least
one hundred and twenty (120) days and give the calling party the new number
provided existing central office equipment will permit, and the Customer so desires.

When service in an existing location is continued for a new Customer, the existing
telephone number may be retained by the new Customer only if the former
Customer consents in writing, and if all charges against the account are paid or
assumed by the new Customer.

Maintenance and Operations Records

Records of various tests and inspections, to include non-routine corrective
maintenance actions or monthly traffic analysis summaries for network
administration, necessary for the purposes of the Company or to fulfill the
requirements of Commission rules shall be kept on file in the office of the Company
as required under Commission rules.
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SECTION 2 - RULES AND REGULATIONS, CONT’D.

2.14 Customer Responsibility

A.

Cancellation by Customer

Customers may cancel service verbally or in writing. The company shall hold the
Customer responsible for payment of all charges, including fixed fees, surcharges,
etc., which accrue up to the cancellation date. Customers that cancel the primary
local exchange line will have the entire Account disconnected, including any
secondary line and all associated features. In the event the Customer executes a
term commitment agreement with the Company, the Customer must cancel service
and terminate the agreement in accordance with the agreement terms.

2.15 Toll-Free Services

2.151

2.15.2

2.15.3

2.15.4

The Company will make every effort to reserve toll free (i.e., 800/888) vanity
numbers for Customers, but makes no guarantee or warranty that the requested
number(s) will be available.

The Company will participate in porting toll free numbers only when all charges
incurred as a result of the toll free number have been paid.

Toll free numbers shared by more than one Customer, whereby individual
Customers are identified by a unique Personal Identification Number, may not be
assigned or transferred for use with service provided by another carrier. Subject to
the limitations provided in this tariff, the Company will only honor Customer
requests for a change in Responsible Organization or toll free service provider for
toll free numbers dedicated to the sole use of that single Customer.

If a Customer who has received a toll free number does not subscribe to toll free
service within thirty (30) days, the Company reserves the right to make the assigned
number available for us by another Customer.
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3.1

3.2

SECTION 3 - SERVICE AREAS

Exchange Service Areas

The Company concurs in the exchange, rate class, local calling area, and zone designations
specified in the relevant ILEC’s Local Exchange Services Tariff. The Company does not
concur in the rates of the ILEC. The Company's rates are set out in this tariff.

Extended and Expanded Area Calling Services

Extended and Expanded Area Calling Service allows the Customer to make calls to specific
NXX codes within designated exchanges outside the Customer's Local Calling area without
paying intralLATA toll rates. The Customer is billed per call according to the duration of
the call. The Company may mirror all existing extended and expanded calling areas the
ILEC currently has in place for facilities-based or resold services, or establish unique
extended and expanded area calling services.
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SECTION 4 — BASIC SERVICES AND RATES

4.1 Call Timing for Usage Sensitive Calls

Where charges for a service are specified based on the duration of use, such as the duration

of a telephone call, the following rules apply:

4.1.1 Calls are measured in durational increments identified for each service. All calls
which are fractions of a measurement increment are rounded-up to the next whole
unit.

4.1.2 Timing on completed calls begins when the call is answered by the called party.
Answering is determined by hardware answer supervision in all cases where this
signaling is provided by the terminating local carrier and any intermediate
carrier(s).

4.1.3 Timing terminates on all calls when the calling party hangs up or the Company's
network receives an off-hook signal from the terminating carrier.
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SECTION 4 — BASIC SERVICES AND RATES (Cont’d)

4.2  Network Exchange Bundled Service
4.2.1 General

The Company offers local exchange only as part of a bundle or package of
telecommunications services. All packages include local service, long distance
service (interstate and intrastate toll), and selected custom calling features. Voice
mail and optional Internet access' may be available with some packages at an
additional price. The aforementioned services are only available as part of the
bundled service offering and are not available on an individual service basis.
Customers will be billed directly by the Company.

The Company provides Customers with the option of obtaining a Primary Line and
Secondary Line per account:

A. Primary Line
The initial residential local exchange access line per account.
B. Secondary Line

The second or additional residential local exchange access line, billed to the
same address as the Primary Line, the Secondary Line will share the
monthly call allowance with the Primary Line and will not include any
features. Feature packages must be purchased separately.

Should a Customer with both lines opt to disconnect the Primary Line, the
remaining Secondary Line will automatically convert to a Primary Line with
all features and functionality of such, and at the Primary Line monthly
recurring rate.

! Voice mail and Internet access are not regulated by the Commission.
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2  Network Exchange Service, (Cont’d.)
4.2.2 IDT America Unlimited Plan

Package Price for IDT America Unlimited Plan

Primary Line, per month $39.95
Secondary Line, per month $39.95
Service Connection Fee, one time charge per line#
Primary Line $79.99
Secondary Line $69.00

This service is for use by residential customers. The company reserves the right to
adjust a customer’s service upon appropriate customer notification. If it is
determined that usage is not consistent with residential voice applications, the
Customer’s service will be assessed a $50.00 monthly recurring data usage charge
or be disconnected. For the purpose of this service plan, Customer’s use of more
than 4,000 minutes per month for non-voice applications including, but not limited
to Internet access, shall cause the data usage charge to be imposed.

IDT America Unlimited Service Plan includes the following:

1. Local Line and unlimited direct-dialed Local Exchange calling.

2. Unlimited Domestic direct-dialed Toll Calling.

3. Primary Line Custom Calling Features Package: Caller ID with Name, Call

Waiting, Speed Dial (8), Call Waiting with Caller ID and Name and
Anonymous Call Rejection.

# Service Connection fee waived for those customers who meet the Company’s enrollment criteria
and who retain their existing telephone number when switching their service to IDT.
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2. Network Exchange Service, Cont’d.

4.2.3 IDT America Choice Service Plan

Package Price for IDT America Choice Service Plan

Primary Line, per month $28.95

Secondary Line, per month $28.95

Service Connection Fee, one time charge per line#
Primary Line $79.99
Secondary Line $69.00

This service is for use by residential customers. The company reserves the right to
adjust a customer’s service upon appropriate customer notification. If it is
determined that usage is not consistent with residential voice applications, the
Customer’s service will be assessed a $50.00 monthly recurring data usage charge
or be disconnected. For the purpose of this service plan, Customer’s use of more
than 4,000 minutes per month for non-voice applications including, but not limited
to Internet access, shall cause the data usage charge to be imposed.

IDT America Choice Service Plan includes the following:

1. Local Line and unlimited direct-dialed Local Exchange calling.
2. Direct-dialed intrastate toll calls for $0.12 per minute.
3. Customer has the option to pay an additional $5.00 per line per month to

receive unlimited direct-dialed intrastate intralLATA toll calls and $0.12 per
minute for direct-dialed intrastate interLATA toll calls.
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SECTION 4.0 - BASIC SERVICES AND RATES, (CONT'D.)

4.2 Network Exchange Bundled Service, (Cont’d.)
4.2.3 IDT America Choice Service Plan (Cont’d)
4, Primary Line Custom Calling Features Package: Caller ID with Name, Call

Waiting, Call Waiting with Caller ID and Name and Anonymous Call
Rejection.

# Service Connection fee waived for those customers who meet the Company’s enrollment
criteria and who retain their existing telephone number when switching their service to IDT.
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2 Network Exchange Service, Cont’d.

4.2.4 Reserved for Future Use
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2  Network Exchange Service, Cont’d.

4.2.5 Reserved for Future Use
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2 Network Exchange Service, Cont’d.

4.2.6 Reserved for Future Use
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2 Network Exchange Service, Cont’d.

4.2.7 Reserved for Future Use
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2  Network Exchange Service, Cont’d.

4.2.8 Reserved for Future Use

Issued: Effective:
By:
Carl Wolf Billek, Associate General Counsel
IDT America, Corp.
520 Broad Street
Newark, New Jersey 07102-3111
(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 68

SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2  Network Exchange Service, Cont’d.

4.2.9 Reserved for Future Use
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SECTION 4 - BASIC SERVICES AND RATES, CONT’D

4.2 Network Exchange Service, Cont’d.

4.2.10 Reserved for Future Use
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES

5.1 Service Order and Change Charges

Non-recurring charges apply to processing Service Orders for new service, for changes in
service.

5.1.1 Service Order Charges

Primary Service Connection Charge - applies to requests for initial connection or
establishment of telephone service to the Company.

Secondary Service Connection Charge - applies to the second or additional line
of a new access line installation and connection and customer requests for an inside
move, change or addition to regular service. This charge applies only when the
second or additional line is ordered simultaneously with the initial connection for
service.

Transfer of Service Charge, Primary Line - applies to the first line of a Transfer
of Service Order, (TOS) when a customer requests a move or change in physical
location. This charge applies whether a customer changes telephone number or not.
If, in addition, the Customer requests the telephone number be changed, a separate
charge may apply.

Transfer of Service Charge, Secondary Line - applies to the second, or third, etc.,
line of a Transfer of Service Order, (TOS) when a customer requests a move or
change in physical location. This charge applies whether a customer changes
telephone number or not. If, in addition, the Customer requests the telephone
number be changed, a separate charge may apply.

Technician Dispatch Charge - A separate Technician Dispatch Charge applies, in
addition to all other charges for the visit, when a visit to the Customer’s premises is
necessary to isolate a problem reported to the Company but identified by the
Company’s technician as attributable to Customer-provided equipment or inside
wire. This charge also applies for visits by the Company's agents or employees, at
the Customer’s request, to the Premises of the Customer, when the Customer fails
to meet the Company’s agent or employees for the prearranged appointment as
requested.
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES

51 Service Order and Change Charges (Cont’d)
5.1.1 Service Order Charges (Cont’d)

Service Order Charge — This charge, applicable to Business Customers only,
applies to a customer-requested changes in service not specifically on other
identified non-recurring service order and change charges. This charge is applied in
cases where Hunting 1s added after the initial order is placed.
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5.1

SECTION 5 - MISCELLANEOUS SERVICES AND RATES, CONT'D.

Service Order and Change Charges, Cont’d.

5.1.2 Change Order Charges

Change Order Charges apply to work associated with providing exchange line
service or customer-requested changes to existing services. One charge applies for
each change order requested by the customer. If multiple changes listed below are
requested by the Customer and occur on the same order/request one charge only
applies. A Change Order Service Charge applies to the following customer-initiated
changes:

Feature or Feature Pack Change Order - applies when a customer requests a
change, adding or removing a feature or feature pack.

Toll Restriction Fee Order — applies when a Customer requests a change, adding
or removing Toll Restriction Service.

Telephone Number Change Order - applies to each telephone number change
request/order.

Plan Change Charge - applies when a residential Customer requests/orders a
change in service from one service plan to another service plan.

Listing Change Charge - applies when a Customer requests/orders a change to add
or delete a white Sheets listing or requests a change to add/delete listings. This
charge also applies to request for Non-Published or Non-Listed numbers.
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SECTION S - MISCELLANEOUS SERVICES AND RATES, CONT'D.

5.1 Service Order and Change Charges, Cont’d.
5.1.3 Record Change Charges
A Record Change charge applies when a Customer requests/orders a change to
Company records such as adding/changing a name on said Customer’s account,
changing billing address or contact information, adding/changing the person(s)
authorized to make changes on said Customer’s account.
5.1.4 Miscellaneous Charges
Duplicate Invoice - applies each time a Customer requests an additional copy of a
current bill or invoice.
Call Detail Report - applies each time a Customer requests local call detail for a
given month.
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES, CONT'D.

5.1 Service Order and Change Charges, Cont’d.
5.1.5 Rates
Residence Business

Service Order Charges
Primary Service Connection Charge * *
Secondary Service Connection Charge * *
Transfer of Service Charge, Primary Line  $150.00 $150.00
Transfer of Service Charge, Secondary Line $55.00 $55.00
Technician Dispatch Charge $69.99 $79.99
Service Order Charge $15.00 $15.00
Change Order Service Charges
Feature or Feature Pack Change Order $15.00 $15.00
Toll Restriction Fee Order $15.00 $15.00
Telephone Number Change Order $15.00 $15.00
Long Distance Minutes Pack Change Order $15.00 $15.00
Listing Change Charge $15.00 $15.00
Service Plan Change Charge - $15.00 $15.00
Record Change n/c n/c
Miscellaneous Charges
Duplicate Invoice $5.00 $5.00
Call Detail Report $10.00 $10.00
* Service Connection charges are listed with the rates for each specific service tariffed.
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.2 Reserved for Future Use
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SECTION S - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.3 Restoration of Service
A restoration charge applies to the restoration of suspended service and facilities because of
nonpayment of bills and is payable at the time that the restoration of the suspended service
and facilities is arranged. The restoration charge does not apply when, after disconnection
of service, service is later re-installed.

Residence Business

Per occasion, per line $29.99 $49.99
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5.4

SECTION S - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Temporary Suspension/Restoration of Service

Upon the request of the customer, service may be temporarily suspended. Suspension of
service may begin or terminate on any day of the month provided notice is given
sufficiently in advance for arrangements to be made. Service will be disconnected to the
extent necessary to assure than no inward or outward service will be available during the
period of suspension.

Residence Business

Temporary Suspension Charge $29.99 $49.99
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5.5

SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Public Telephone Surcharge

In order to recover the Company’s expenses to comply with the FCC’s pay telephone
compensation plan effective on October 7, 1997 (FCC 97-371), an undiscountable per call
charge is applicable to all intrastate calls that originate from any pay telephone, not
presubscribed to the Company, used to access Company provided services. This surcharge,
which is in addition to standard tariffed usage charges and any applicable service charges
and surcharges associated with service, applies for the use of the instrument used to access
Company provided service and is unrelated to the service accessed from the pay telephone.

Pay telephones include coin-operated and coinless phones owned by local telephone
companies, independent companies and interexchange carriers. The Public Pay Telephone
Surcharge applies to the initial completed call and any reoriginated call (e.g., using the “#”
symbol). The Public Pay Telephone Surcharge does not apply to calls placed from pay

telephones at which the Customer pays for service by inserting coins during the progress of
the call.

Whenever possible, the Public Pay Telephone Surcharge will appear on the same invoice
containing the usage charges for the surcharged call. In cases where proper pay telephone
coding digits are not transmitted to the Company prior to completion of a call, the Public
Pay Telephone Surcharge may be billed on a subsequent invoice after the Company has
obtained information from a carrier that the originating station is an eligible pay telephone.

Maximum Rate Per Call: $0.35
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.6 Optional Calling Features

The features in this section are made available to Customers on a per use basis. All features
are provided subject to availability. Customers may utilize each feature by dialing the
appropriate access code. The Customer will be billed the per feature activation charge
shown in the table below each time a feature is used by the Customer. Transmission levels
for calls forwarded or calls placed or received using optional calling features may not be
acceptable for all some uses in some cases.

5.6.1 Feature Descriptions

Caller ID with Name and Number - allows a Customer to see a caller's name and
number previewed on a display screen before the call is answered allowing a
Customer to prioritize and or screen incoming calls. Caller ID records the name,
number, date and time of each incoming call - including calls that aren't answered
by the Customer. Caller ID service requires the use of specialized CPE not provided
by the company. It is the responsibility of the Customer to provide the necessary
CPE. In areas where Caller ID with Name is not available, Caller ID, which only
displays the incoming telephone number, will be substituted.

Call Waiting/Cancel Call Waiting (CCW) - Call Waiting (CW) provides a tone
signal to indicate to a Customer already engaged in a telephone call that a second
caller is attempting to dial in. It will also permit the Customer to place the first call
on hold, answer the second call and then alternate between both callers. CCW
allows a (CW) Customer to disable CW for the duration of an outgoing telephone
call. CCW is activated (i.e., CW is disabled) by dialing a special code prior to
placing a call, and is automatically deactivated when the Customer disconnects
from the call.
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5.6

SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Optional Calling Features (Cont’d)

5.6.1 Feature Descriptions (Cont’d)

Call Waiting with Caller ID with Name - Call Waiting with Caller ID with Name
provides a tone signal to indicate to a Customer already engaged in a telephone call
that a second caller is attempting to dial in and allows a Customer to see a caller's
name and number previewed on a display screen allowing a Customer to prioritize
and or screen incoming calls. This feature permits the Customer to place the first
call on hold, answer the second call and then alternate between both callers. Cancel
Call Waiting (CCW) allows a Call Waiting (CW) Customer to disable CW for the
duration of an outgoing telephone call. CCW is activated (i.e., CW is disabled) by
dialing a special code prior to placing a call, and is automatically deactivated when
the Customer disconnects from the call. In areas where Caller ID with Name is not

available, Caller ID, which only displays the callers telephone number, will be
substituted.

Three Way Calling - Permits the Customer to add a third party to an established
connection. When the third party answers, a two-way conversation can be held
before adding the original party for a three-way conference. The Customer initiating
the conference controls the call and may disconnect the third party to reestablish the
original connection or establish a connection to a different third party. The feature
may be used on both outgoing and incoming.

Caller Identification Blocking: Allows the name and number of the calling party
to be blocked from being transmitted when placing outbound calls.

Per Call Blocking: To activate per-call blocking, a Customer dials a special code
prior to placing a call. Blocking will be activated for that outgoing call only.
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3.6

SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Optional Calling Features (Cont’d)

5.6.1 Feature Descriptions (Cont’d)

Per Line Blocking: When blocking is established on the line, it can be deactivated
by dialing a code before each call. This one call unblock allows the name and/or
number to be sent for that one call only. Customers who choose per line blocking
for the first time will not be charged the nonrecurring charge. After the first time,

‘customers requesting per line blocking will pay a nonrecurring charge for each line

equipped with per line blocking. Per line blocking will be provided free to law
enforcement and domestic violence agencies and individual victims of domestic
violence upon request.

Call Forward — Busy - If the Customer’s line is busy when a caller tries to call the
Customer, Call Forward — Busy will forward the Customer’s incoming calls to
another telephone number that the Customer selects. If the Customer forwards his
calls to a long distance number, long distance charges will apply in accordance with
the terms of the plan. The Customer’s forwarding number is "fixed" and can only
be changed by IDT. To change the Customer selected forwarding number, the
Customer must contact IDT.

Call Forward — Don’t Answer - When the Customer is not available to answer the
phone, Call Forward — Don't Answer forwards incoming calls to another telephone
number the Customer selects. If the Customer forwards the Customer’s calls to a
long distance number, long distance charges will apply in accordance with the terms
of the plan. Call Forward —Don't Answer is available by subscription only. The
Customer’s forwarding number is "fixed" and can only be changed by IDT. To
change the Customer selected forwarding number, the Customer must contact IDT.

Call Forward — Busy and Don’t Answer — This service incorporates the features of both Call
Forward — Busy and Call Forward — Don’t Answer and is subject to the terms for both services.
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5.6

SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Optional Calling Features (Cont’d)

5.6.1 Feature Descriptions (Cont’d)

Speed Dialing (8) - This feature allows a user to dial selected numbers using one
digits. Up to eight telephone numbers can be selected. The Speed Calling list can
only accommodate a number consisting of 15 digits or less.

Speed Dialing (30) - This feature allows a user to dial selected numbers using two
digits. Up to thirty telephone numbers can be selected. The Speed Calling list can
only accommodate a number consisting of 15 digits or less.

Call Return - Call return stores the number of the most recent incoming call
(including unanswered calls) to a Customer’s number. This allows a Customer to
dial back any missed or unanswered telephone calls.

Repeat Dialing automatically redials the last telephone number the Customer
dialed in the Customer’s local calling area. The system will keep retrying the
number attempting to make the connection if the line is busy.

Anonymous Call Rejection (ACR) - Anonymous Call Rejection (ACR) allows a
customer to reject calls from callers who have blocked the display of their telephone
numbers from a Caller ID device. ACR discourages anonymous calls, since callers
must allow their numbers to be displayed in order to reach you.

When a customer activates Anonymous Call Rejection, callers who have blocked
the display of their numbers will hear an announcement telling them that the
Customer are not accepting blocked calls. They will be instructed to hang up,
unblock their number and dial again if they wish to reach you.

A customer will hear a confirmation announcement whenever the Customer activate
or deactivate the Anonymous Call Rejection feature.
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5.6

SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Optional Calling Features (Cont’d)

5.6.1 Feature Descriptions (Cont’d)

Call Trace — allows Customers to key in a code that alerts the network to trace the
last call received. The traced telephone number is automatically sent to the
company for storage for a limited amount of time and is retrievable by legally
constituted authorities upon proper request by them. By contacting the company
the Customer can use this application to combat nuisance calls. This service may
be ordered on a Monthly or per trace basis.

Talking Call Waiting - A special tone lets a customer know another caller is trying
to reach them and an automated voice announces the caller's name. A customer can
note the name of the second caller and call back later, or end the customer’s first
call and take the second call. Like Call Waiting, Talking Call Waiting lets a
customer switch back and forth between two calls as often as a customer likes. And
before important conversations or going online, a customer can temporarily
deactivate Talking Call Waiting on their line. A customer must also subscribe to
Call Waiting to have this service.

Ultra Call Forward - Ultra Call Forward lets the Customer forward incoming calls
to any phone number from anywhere at anytime. Household members can forward
calls to wherever they are during the day and feel confident that the phone will
never ring at home when someone isn't available to answer it. Normal local, toll or
long distance charges will apply to forwarded calls. Calls may not be forwarded to
an international number.

Call Forwarding Variable - Call Forwarding Variable allows the Customer to
choose to reroute incoming calls to another specified telephone number. The
Customer must activate and deactivate this feature.
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.6  Optional Calling Features (Cont’d)

5.6.2 Rates
Feature Rate
Caller ID with Name and Number $5.95
Call Waiting/Cancel Call Waiting $4.95
Call Waiting ID with Name $5.95
Three Way Calling $3.95
Three Way Calling (Per Use) $0.75
Caller Id Blocking, per call $5.00%*
Caller Id Blocking, per line $5.00*
Call Forward - Busy $3.95
Call Forward —Don’t Answer $3.95
Call Forward Busy and Don’t Answer $4.95
Speed Dial - 8 $2.95
Speed Dial - 30 $3.95
Call Return $3.95
Call Return (Per Use) $0.75
Repeat Dialing $3.95
Repeat Dialing (Per Use) $0.75
Anonymous Call Rejection $2.95
Call Trace $1.50
Call Trace (Per Trace) $0.00
Talking Call Waiting $5.95
Ultra Call Forwarding $5.95
Call Forwarding Variable $3.95

*Nonrecurring charge
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5.7

SECTION S - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Directory Assistance Service

A Customer may obtain assistance, for a charge, in determining a telephone number by
dialing Directory Assistance Service. A Customer can also receive assistance by writing the
Company with a list of names and addresses for which telephone numbers are desired.

A business or residence main telephone exchange line may be registered for exemption
from Directory Assistance charges where one of the users of the line is considered to be
legally blind, visually or physically handicapped, or where the user’s handicap prevents the
dialing of a telephone in a conventional manner or permits only the dialing of "0". Requests
for exemption must be accompanied by certification of the handicap. Acceptable
certifications include those signed by a physician, issued by a state agency qualified to
certify such handicaps or pre-existing certifications establishing visual or physical inability
to use a directory such as those which qualify the handicapped person for an income tax
exemption or social security benefits on the basis of blindness or physical disability or for
use of the facilities of an agency for the blind.

5.7.1 Basic Directory Assistance
The rates specified following apply when Customers request company assistance in
determining telephone numbers of Customers who are located in the same local
service area or who are not located in the same local service area but who are

located within the same NPA.

A maximum of two (2) requested telephone numbers are allowed per call.
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5.7

SECTION S - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Directory Assistance Service (Cont’d)

5.7.2 Directory Assistance Call Completion

Directory Assistance Call Completion (DACC) is a service that provides customers
the option of having their local or intralLATA calls automatically completed when
they request a telephone listing from the Directory Assistance operator. The call
may be completed antomatically or by the Directory Assistance operator.

The DACC portion of the call may either be billed in the same manner as the DA
portion or alternately billed by using a calling card, billing to a third number, or
collect. All operator-handled charges, as specified in 5.8, apply as appropriate.

There are no allowances for DACC, however, the Directory Assistance portion of
the call is still governed by the appropriate call allowance as South Dakota in
Section 5.7.1.

For local and intraLATA calls, charges for DACC service are not applicable to calls
placed by those customers with reading, visual, or physical handicaps.
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SECTION S - MISCELLANEOUS SERVICES AND CHARGES., CONT'D.

5.8 Directory Assistance Service (Cont’d)
5.8.3 National Directory Assistance Service
National Directory Assistance Service is provided to customers of the Company for
the purpose of requesting telephone numbers of individuals or businesses who are
located outside the customer’s local calling area or outside the customer’s local
Directory Assistance area.
There are no call allowances or exemptions for National Directory Assistance.

A maximum of two (2) requested telephone numbers are allowed per call.

This service may be alternately billed by using a calling card, billing to a third
number, or collect. Operator-handled charges, as specified in 5.8, apply as

appropriate.
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.7  Directory Assistance Service (Cont’d)

5.7.4 Rates
A. Basic Directory Assistance
Per query

Direct dialed (in excess of allowance) $0.50

B. Directory Assistance Call Completion
Per completed call $0.30

C. National Directory Assistance
Direct dialed, per call $0.95

Issued: Effective:
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5.8

SECTION 5 - MISCELLLANEOUS SERVICES AND RATES, CONT'D.

Operator Services

The Company's operator services, available to presubscribed Customers, are accessible on
a twenty-four (24) hour per day seven (7) days per week basis. In addition to the per call
service charge, usage rates apply. The types of calls handled are as follows:

Customer Dialed Calling/Credit Card Call - This charge applies in addition to usage
charges for station to station calls billed to an authorized Calling Card or Commercial
Credit Card. The Customer must dial the destination telephone number where the
capability exists for the Customer to do so. A separate rate applies in the event operator
assistance is requested for entering the Customer's card number for billing purposes.

Operator Dialed Calling/Credit Card Call - This charge applies in addition to usage
charges for station to station calls billed to an authorized telephone Calling Card or
Commercial Credit Card and the operator dials the destination telephone number at the
request of the Customer.

Operator Station - These charges apply in addition to usage charges for non-Person-to-
Person calls placed using the assistance of a Company operator and billed Collect, to a
Third Party, by deposit of coins in Pay Telephones, or via some method other than a
Calling Card or Commercial Credit Card.

Person-to-Person - This charge applies in addition to usage charges for calls placed with
the assistance of a Company operator to a particular party at the destination number. This
charge applies regardless of billing method, including but not limited to billing to a Calling
Card, Commercial Credit Card, Collect, by deposit of coins in Pay Telephones, or to a
Third Party. Charges do not apply unless the specified party or an acceptable substitute is
available.

Usage charges for local operator assisted calls are those usage charges that would normally
apply to the calling party's service. In addition to usage charges, an operator assistance
charge applies to each call:
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.8 Operator Services, (Cont’d)
5.8.1 Local Operator Assistance Services
Operator assistance is provided to Customers presubscribed to IDT’s service, for
assistance in completing or billing calls within the state of South Dakota.
A. Local and IntralLATA Usage Rates:
Usage charges will be billed at the rate in effect for the presubscribed
service purchased by the Customer (See Section 4.3 of this tariff).
B. Per Call Service Charges
In addition to applicable usage charges, a service charge applies to each call
completed with operator assistance. When more than one service charge
would apply, only the greater charge is applied.
Customer Dialed Calling Card $0.40
Operator Dialed Calling Card $1.58
Collect $1.58
Third Party Billed $1.33
Person-to-Person $3.49
Operator Dialed Surcharge $0.80
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5.9

SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Busy Line Verification and Line Interrupt Service

Upon request of a calling party the Company will verify a busy condition on a designated
local service line. The operator will determine if the line is clear or in use and report to the
calling party. At the request of the Customer, the operator will interrupt the call on the busy
line. Busy Line Interruption is only permitted in cases where the calling party indicates an
emergency exists and requests interruption.

No charge will apply when the calling party advises that the call is to or from an official
public emergency agency. Busy Verification and Interrupt Service is furnished where and
to the extent that facilities permit. If the Customer has the operator interrupt a call, both the
Busy Line Verification and the Emergency Interrupt charge will apply

The Customer shall identify and save the Company harmless against all claims that may
arise from either party to the interrupted call or any person.

Busy Line Verification $2.25
Emergency Interruption $5.00

Issued:
By:

Effective:

Carl Wolf Billek, Associate General Counsel
IDT America, Corp.

520 Broad Street

Newark, New Jersey 07102-3111

(973) 438-1000



IDT AMERICA, CORP. South Dakota Tariff No. 2
Original Title Sheet 92

SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.10 Directory Listing Services
5.10.1 General

The following rates and regulations apply to standard listings in light face type in
the white Sheets (alphabetical section) of the telephone directory and to the
Directory Assistance records of the Company.

Directory listings are limited to such information as is essential to the identification

of the listed party. The listing of a service, commodity, or trade name is not

permitted unless it is the name, or an integral part of the name, under which the

Customer does business.

A listing is limited to one line in the directory, except where in the judgement of the

Company, more than one line is required to identify the Customer properly. In such

cases, the additional lines required are provided at no extra charge.

Dual name listings are permitted as a regular directory listing for residential service.

Listing services are available with all classes of main telephone exchange service.
5.10.2 Listings

A. Primary Listing

One listing, termed the primary listing, is included with each exchange
access line or each joint user service.

Issued: Effective:
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.10 Directory Listing Services (Cont’d)

5.10.2 Listings

B.

Additional Listings

Additional listings may be the listings of individual names of those entitle to
use the customer’s service or, for business, Departments, Divisions,
Tradenames, etc.

In connection with business and residence service, regular additional listings

are available only in the names of Authorized Users of the Customer=s
service.

Ordinarily, all additional listings are of the same address and telephone
number as the primary listings, except as provided for joint user and
alternate number listings. However, when it appears necessary as an aid to
the use of the directory and provided satisfactory service can be furnished, a
listing will be permitted under the address of a branch exchange, Centrex or
extension of an exchange service line installed on the premises of the
Customer, but at an address different from that of the attendant position of
main service.

Business additional listings are not permitted in connection with residence
service. Residence additional listings are also permitted in connection with
business service which is located in a residence and for permanent or season
guests residing in a hotel or club.

A residence dual name additional listing is comprised of a surname, two first
names, address and telephone number. A residence dual name additional
listing may be provided for two persons who share the same surname and
reside at the same address, or for a person known by two first names.
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES. CONT'D.

5.10 Directory Listing Services (Cont’d)

5.10.2 Listings (Cont’d)

C.

Nonpublished Service

The telephone numbers of nonpublished service are not listed in either the
Company’s alphabetical directory or Directory Assistance records available
to the general public.

Non published information may be released to emergency service providers,
to customers who subscribe to Company offerings which require the
information to provide service and/ or bill their clients, or, to telephone
customers who are billed for calls placed to or from nonpublished numbers
and to entities which collect for the billed services. Nonpublished names
and/or telephone numbers may also be delivered to customers on a call-by-
call basis. '

Incoming calls to nonpublished service will be completed by the Company
only when the calling party places the call by number. The Company will
adhere to this practice not withstanding any claim the calling party may
present, except claims of emergencies involving life and death. In such
cases, the Company will call the non-published number and request
permission to make an immediate connection to the calling party.

When the Company agrees to keep a number unlisted, it does so without any
obligation. Except for cases of gross negligence or willful misconduct, the
Company is not liable for any damages that might arise from publishing a
non-published number in the directory or disclosing it to some. If, in error,
the telephone number is published in the directory, the Company's only
obligation is to credit or refund any monthly charges the Customer paid for
non-published service.
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.10 Directory Listing Services (Cont’d)

5.10.2 Listings (Cont’d)

C.

Nonpublished Service (cont’d)

The Subscriber indemnifies (i.e., promises to reimburse the Company for
any amount the Company must pay as a result of) and save the Company
harmless against any and all claims for damages caused or claimed to have
been caused, directly or indirectly, by the publication of a non-published
service or the disclosing of said number to any person.
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.10 Directory Listing Services (Cont’d)

5.10.2 Listings (Cont’d)

D.

Nonlisted Service

Non-listed service means that the Customer's telephone number is not listed
in the directory, but does it appear in the Company's Directory Assistance
Records.

The Company will only complete calls to a nonlisted number, if requested
by a caller, during the course of a directory assistance call completion
service.

When the Company agrees to keep a number unlisted, it does so without any
obligation. Except for cases of gross negligence or willful misconduct, the
Company is not liable for any damages that might arise from publishing a
non-listed number in the directory or disclosing it to some. If, in error, the
telephone number is listed in the directory, the Company's only obligation is
to credit or refund any monthly charges the Customer paid for nonlisted
service.

The subscriber indemnifies (i.e., promises to reimburse the Company for
any amount the Company must pay as a result of) and save the Company
harmless against any and all claims for damages caused or claimed to have
been caused, directly or indirectly, by the publication of a non-listed service
or the disclosing of said number to any person.
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.10 Directory Listing Services (Cont’d)
5.10.2 Listings (Cont’d)
E. Toll-Free Directory Listing

Where available, a listing which references the Toll Free Number for a
Business customer will be made available.
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES. CONT'D.

5.10 Directory Listing Services (Cont’d)

5.10.3 Maximum Rates and Charges

Per Month

Primary Listing,

Business $0.00

Residence $0.00
Additional Listings,

Business $2.00

Residence $2.00
Non-Listed,

Business $2.00

Residence $2.00
Non-Published,

Business $2.00

Residence $2.00
Toll-Free Directory Listings,

Business $15.00

Residence $15.00
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.11 Carrier Presubscription
5.11.1 General

Carrier Presubscription is a procedure whereby a Customer designates to the
Company the carrier which the Customer wishes to be the carrier of choice for
intraLATA and interLATA toll calls. Such calls are automatically directed to the
designated carrier, without the need to use carrier access codes or additional dialing
to direct the call to the designated carrier. Presubscription does not prevent a
Customer who has presubscribed to an IntraLATA or InterLATA toll carrier from
using carrier access codes or additional dialing to direct calls to an alternative long
distance carrier on a per call basis.
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5.11

SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Carrier Presubscription

5.11.2 Presubscription Options - Customers may select the same carrier or separate
carriers for intraLATA and interLATA long distance. The following options for
long distance Presubscription are available:

Option A:

Option B:

Option C:

Option D:

Option E:

Option F:

Customer selects the Company as the presubscribed carrier for
IntralLATA and InterLLATA toll calls subject to presubscription.

Customer may select the Company as the presubscribed carrier for
IntralLATA calls subject to presubscription and some other carrier as
the presubscribed carrier for interLATA toll calls subject to
presubscription.

Customer may select a carrier other than the Company for
intraLATA toll calls subject to presubscription and the Company for
interLATA toll calls subject to presubscription.

Customer may select the carrier other than the Company for both
intraLATA and interLATA toll calls subject to presubscription

Customer may select two different carriers, neither being the
Company for intraLATA and interLATA toll calls. One carrier to be
the Customer’s primary intraLATA interexchange carrier. The other
carrier to be the Customer’s primary interLATA interexchange
carrier.

Customer may select a carrier other than the Company for no
presubscribed carrier for intralATA toll calls subject to
presubscription which will require the Customer to dial a carrier
access code to route all intralLATA toll calls to the carrier of choice
for each call.
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES., CONT'D.

5.11 Carrier Presubscription
5.11.3 Rules and Regulations

Customers of record will retain their primary interexchange carrier(s) until they
request that their dialing arrangements be changed.

Customers of record or new Customers may select either Options A, B, C,D, Eor F
for intraLATA Presubscription.

Customers may change their selected Option and/or presubscribed toll carrier at any
time subject to charges specified in 5.11.5 below.
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5.11

SECTION S- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Carrier Presubscription

5.11.4 Presubscription Procedures

A new Customer will be asked to select intraLATA and interLATA toll carriers at
the time the Customer places an order to establish local exchange service with the
Company. The Company will process the Customer’s order for service. All new
Customers’ initial requests for intralLATA toll service presubscription shall be
provided free of charge.

If a new Customer is unable to make selection at the time the new Customer places
an order to establish local exchange service, the Company will read a random
listing of all available intralL ATA and interLATA carriers to aid the Customer in
selection. If selection is still not possible, the Company will inform the Customer
that he/she will be given 90 calendar days in which to inform the Company of
his/her choice for primary toll carrier(s) free of charge. Until the Customer informs
the Company of his/her choice of primary toll carrier, the Customer will not have
access to long distance services on a presubscribed basis, but rather will be required
to dial a carrier access code to route all toll calls to the carrier(s) of choice.
Customers who inform the Company of a choice for toll carrier presubscription
within the 90 day period will not be assessed a service charge for the initial
Customer request.

Customers of record may initiate a intralLATA or interLATA presubscription
change at any time, subject to the charges specified in 5.11.5 below. If a Customer
of record inquires of the Company of the carriers available for toll presubscription,
the Company will read a random listing of all available intraLATA carriers to aid
the Customer in selection.
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5.11

SECTION S- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Carrier Presubscription

5.11.5 Presubscription Charges

A.

Application of Charges

After a Customer’s initial selection for a presubscribed toll carrier and as
detailed in above, for any change thereafter, an Presubscription Change
Charge, as set for the below will apply. Customers who request a change in
intraLATA and interLATA carriers with the same order will be assessed a
single charge per line.

Nonrecurring Charges

Per business or residence line, trunk, or port: $5.00
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.12 Intercept Referral Service
5.12.1 General

Referral Service is a service used when a Customer disconnects service or changes
telephone numbers. Calls to the intercepted telephone number are referred to a
recorded message that states the line number status and a referral number for calls
placed to a disconnected or changed residence or business line number.

5.12.2 Rates
Residence Business
Basic Referral Service $7.00 $7.00
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5.13

SECTION S- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

Toll Restriction Service

At the Customer’s request, the Company will restrict an individual residence or business
line, from access to the interexchange carrier toll network, where facilities permit. The
nonrecurring charge will apply to each line at the time of restriction. A nonrecurring Toll
Service Restoral Charge will apply to each line when the customer requests that toll service
be restored.

5.13.1 Rates
Residence Business

Toll Restriction Charge, per line $5.00 $5.00
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SECTION S- MISCELLANEOUS SERVICES AND CHARGES, CONT'D.

5.14 900 Blocking
900 Blocking is provided at the Customer’s request and gives the Customer the ability to
restrict calls to 900 service access codes. This option blocks access to all 900 services
reached by either dialing 1+900+NXX-XXXX or using an operator. The initial blocking of
a Customer’s line or lines will be provided at no charge to the Customer. Subsequent
blocking (after an intervening elimination of the Blocking Option at the Customer’s
request) will be subject to the non-recurring charge.
5.14.1 Rates
Residence Business
Initial Request $0.00 $0.00
Subsequent Request, per line $5.00 $5.00
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SECTION 6 — LONG DISTANCE SERVICES

6.1 General

Rates and regulations for the Company’s Long Distance Services may be found in the
Company’s South Dakota Tariff No. 1.
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ACCESS SERVICES

7.1 General

Rates and regulations for the Company’s Access Services may be found in the Company’s
South Dakota Tariff No. 3.
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8.1

SECTION 8 — SPECTIAL ARRANGEMENTS

Individual Case Basis (ICB) Arrangements

Arrangements will be developed on a case-by-case basis in response to a bona fide special
request from a Customer or prospective Customer to develop a competitive bid for a
service not generally offered under this tariff. Rates quoted in response to such competitive
requests may be different than those specified for such services in this tariff. ICB rates will
be offered to the Customer in writing and on a nondiscriminatory basis.

ICB will be filed with the Public Utilities Commission.
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SECTION 9 - PROMOTIONS

9.1 General
The Company may, from time to time, offer services in this Tariff at special promotional
rates and/or terms. Such promotional arrangements shall be filed with the Commission
before promotion becomes effective. All rates and terms contained in this Tariff shall
continue to apply unless specifically addressed in the promotional agreements.
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December 17, 2003 P 078 438/8842

F 973 438/1455

Legal Department

www.idt.net

VIA OVERNIGHT MAIL

Pamela Bonrud, Executive Director

South Dakota Public Utilities Commission
500 E. Capitol

State Capitol Building, 1* Floor

Pierre, South Dakota 57501

Re:  Application of IDT America, Corp. for Certificate of Authority
South Dakota PUC Docket TC03-168 <+ T( 00~ | &8

Dear Mr. Bullard:
In accordance with the request of Commission Staff, IDT America, Corp.

(“IDT”) hereby submits a new Indemnity Bond to the People of the State of South
Dakota in the amount of $25,000.

An original and three (3) copies of this letter and its attachment are provided.
Please date-stamp the enclosed extra copy of this letter and return it in the self-addressed,
stamped envelope provided herein.

Should you have any questions concerning this filing, please do not hesitate to
contact me at (973) 438-4854.

Respectfully submitted,
Cad W (2

Carl Wolf Billek
IDT America, Corp.

P EE T



INDEMNITY BOND
TO THE
PEOPLE OF THE STATE OF SOUTH DAKOTA

Bond. No.: 6176947

We, IDT America, Corp., the principal and applicant for a CERTIFICATE OF
AUTHORITY to provide telecommunications services within the State of South Dakota, and
SAFECO Insurance Company of America, as an admitted surety insurer, bind ourselves unto the
Public Utilities Commission of the State of South Dakota and the consumers of South Dakota as
Obligee, in the sum of $25,000.00.

The conditions o f the obligation are such that the principal, having b een granted such
CERTIFICATE OF AUTHORITY subject to the provision that said principal purchase this
Indemnity Bond, and if said principal shall in all respects fully and faithfully comply with all
applicable provisions South Dakota State Law, and reimburse customers of IDT America, Corp.
for any prepayment or deposits they have made which may be unable or unwilling to return to
said customers as a result of insolvency or other business failure, they this obligation shall be
void, discharges and forever exonerated, otherwise to remain in full force and effect.

This bond shall take effect as of the date heron and shall remain in force and effect until
the surety is released from liability by the written order of the Public Utilities Commission,
provided that the surety may cancel this Bond and be relieved of further liability hereunder by
delivering thirty (30) days written notice to the Public Utilities Commission. Such cancellation

shall not affect any liability incurred or accrued hereunder prior to the termination of said thirty
(30) day period.

Dated this 05th day of December, 2003
To be effective this 05™ day of December, 2003.

dZW % Lo IDT A,menca Corp.
Wl et

es A. Courter, President

Countersigned this /2 day of Jee 200 3.

/ SAFECO Insurance Company of America

Countersigned for South Dakota

By: C/K'V‘\l ﬂ ‘ M\«mx;/ By:

Resident Agent Milena Langert, Attomey—m-fa
Chris P. Schmid




SURETY ACKNOWLEDGMENT

STATE OF NEW YORK { S8
COUNTY OF NASSAU

On this 05TH day of DECEMBER in the year 2003, before me personally came MILENA LANGERT to me known, who being by me
duly sworn, did depose and say that he resides in WESTBURY, NEW YORK; that he is the attorney-in-fact of SAFECO INSURANCE
COMPANY OF AMERICA the corporation described in and which e xecuted the above instrument; that he knows the seal of s aid
corporation; that the seal affixed to said instrument is such corporate seal; that it was so affixed by order of the Board of Directors of
said corporation, and that he signed his name thereto by like order. N

NOTARY PUBLIC S'@MAT—\ON SCHISSEL

LIC, State of New York ]
NOTARYI\TUB 180606581

fied in Queens County
Comm%é:i%‘:'\l Expires October 29,20 Qb /

NOTARY PUBLIC

INDIVIDUAL - PRINCIPAL

STATE OF { 5SS
COUNTY OF

Onthis _ day of _ ,19 ., before me, the undersigned personally came and appeared
to me personally known and known to me to be
the individual described in and who executed the
foregoing instrument and duly acknowledged to me that executed the same,

NOTARY PUBLIC STAMP

NOTARY PUBLIC

CORPORATION - PRINCIPAL

STATE OF { SS:
COUNTY OF

u oo ner 2007 . , Lo
On this _\‘l day of B() Ceun P , before me came j—O( vine S C guvT &
to me known, whg, being by me duly svi/(‘ern, did depose and say thathe resides at_ < 3. O (Svood ST, Nowsar [ AV T

that he is Y 2L of IDT America, Corp the corporation described in ‘and which
executed the foregoing instrument as principal; that he knows the seal of said corporation; that the seal affixed to said instrument is

such corporate seal; that it was so affixed by order of the Board of Directors of said corporation, and that he signed his-name thereto
by like order.

NOTARY PUBLIG SR ner N :
- Notary Public of New Jersey | W /(/(/64{"/0\/\/\,@
wMy Commission Expires 8/21/08 M@”&S

NOTARY PUBLIC

PARTNERSHIP - PRINCIPAL

STATE OF { SS:

COUNTY OF

On this day of __ , 9 , before me personally came

to me personally known, and known to me to be a member of the firm of and

he duly acknowledged to me that he executed the same for the uses and purposes therein mentioned.
NOTARY PUBLIC STAMP




™ POWER SAFECO INSURANCE GOMPANY OF AMERICA
S A FECO GENERAL INSURANCE COMPANY OF AMERICA
2 OF ATTORNEY HOME OFFICE: SAFECO PLAZA
SEATTLE, WASHINGTON 98185

No. 9423

KNOW ALL BY THESE PRESENTS:

That SAFECO INSURANCE COMPANY OF AMERICA and GENERAL INSURANCE COMPANY OF AMERICA, each a Washington corporation, does each hereby
appoint

#weeront CRATG H. TREIBER; JOHN H. TREIBER; RICHARD GUARINT; GARY MORRISSEY; MILENA LANGERT; JEAN C. SPEIRS; ROBERT G. TYNAN; Garden City,
New York

its true and lawful attomey(s)—iﬁ-fact, with full authority to execute on its behalf fidelity and surety bonds or undertakings and other documents of a similar character
issued in the course of its business, and to bind the respective company thereby.

IN WITNESS WHEREOF, SAFECO INSURANCE COMPANY OF AMERICA and GENERAL INSURANCE COMPANY OF AMERICA have each executed and
attested these presents

this 29 day of September , 1998
R AP s 0, Brdutt St ]
R.A. PIERSON, SECRETARY W. RANDALL STODDARD, PRESIDENT
CERTIFICATE

Extract from the By-Laws of SAFECO INSURANCE COMPANY OF AMERICA
and of GENERAL INSURANCE COMPANY OF AMERICA:

“Article V, Section 13. - FIDELITY AND SURETY BONDS ... the President, any Vice President, the Secretary, and any Assistant Vice President appointed for that
purpose by the officer in charge of surety operations, shall each have authority to appoint individuals as attorneys-in-fact or under other appropriate titles with authority to
execute on behalf of the company fidelity and surety bonds and other documents of similar character issued by the company in the course of its business... On any
instrument making or evidencing such appointment, the signatures may be affixed by facsimile. On any instrument conferring such authority or on any bond or
undertaking of the company, the seal, or a facsimile thereof, may be impressed or affixed or in any other manner reproduced; provided, however, that the seal shall not
be necessary to the validity of any such instrument or undertaking."

Extract from a Resolution of the Board of Directors of SAFECO INSURANCE COMPANY OF AMERICA
and of GENERAL INSURANCE COMPANY OF AMERICA adopted July 28, 1970.

"On any certificate executed by the Secretary or an assistant secretary of the Company setting out,
() The provisions of Article V, Section 13 of the By-Laws, and
(i) A copy of the power-of-attorney appointment, executed pursuant thereto, and
(i) Certifying that said power-of-attorney appointment is in full force and effect,
the signature of the certifying officer may be by facsimile, and the seal of the Company may be a facsimile thereof."

I, R.A. Pierson, Secrstary of SAFECO INSURANCE COMPANY OF AMERICA and of GENERAL INSURANCE COMPANY OF AMERICA, do hereby certify that the
foregoing extracts of the By-Laws and of a Resolution of the Board of Directors of these corporations, and of a Power of Attorney issued pursuant thereto, are true and
correct, and that both the By-Laws, the Resolution and the Power of Attorey are still in full force and effect.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed the facsimile seal of said corporation

this 05th day of December 2003

R A et

R.A. PIERSON, SECRETARY

S-0974/SAEF- 7/98 ® Registerad trademark of SAFECO Corporation.

12/15/1999 PDF



SAFECO SAFECO INSURANCE COMPANY OF AMERICA

FINANCIAL STATEMENT — DECEMBER 31, 2002

r
Assets
Cash and Bank Deposits......oceecveernirnmvreeneccrreaens 5 179,469.961
*Bonds — U.S Government.........ooveveeerveeenvinmnne 268,315,526
HFOLher BOIAS...vvivvieerivieeirretcenriereeesseerssessessasaerenss 1,951,399,639
ESLOCKS cueeveuererieree ettt ereeebesesaenes 389,420,765
Real BState uiviiieciieiceeeteecee e srsre s reenees 13,429,179
Agents’ Balances or Uncollected Premiums.......... 296,414,018
Accrued Interest and Rents.......ccccoeveeevenienviennenn. 34,269,055
Other Admitted ASSELS......ccccceerinvrenssreeireriresrinesnes 252.280.905

§3,384.999,048

Liabilities
Unearned Premiums.......c.vovvevvevieniesireneeneoersnenns $ 595,543,757
Reserve for Claims and Claims Expense .........c.oeunn. 1,496,818,407
Funds Held Under Reinsurance Treaties............... 440,473
Reserve for Dividends to Policyholders......cooveeervvnecrnnnns 2,564,831

Additional Statutory Reserve

Reserve for Commissions, Taxes and

Other Liabilities ....ovvervreererenieecnrinersnieeninnons 463,560,925
Total $2,558,928,393
Capital Stock.....occerevrererinnenennns $ 5,000,000
Paid in Surplus.... . 227,306,484
Unassigned Surplus..........oevvene. 593.764,171
Surplus to Policyholders 826,070,655
Total Liabilities and Surplus......cocoeeeesinsscncsnecnes $3.384,999.,048

* Bonds are stated at amortized or investment value; Stocks at Association Market Values.
Securities carried at $113,865,629 are deposited as required by law.

1. MICHAEL C. PETERS, president of SAFECO National Insurance Company, do hereby certify that the foregoing is a true, and correct
statement of the Assets and Liabilities of said Corporation, as of December 31, 2002, to the best of my knowledge and belief.

IN WITNESS WHEREOF, [ have hereunto set my hand and affixed the seal of said Corporation at Seattle, Washington, this 1st day of

March, 2003.

§-1262a 3/02

President

® A registered trademark of SAFECO Corporation



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
IDT AMERICA, CORP. FOR A CERTIFICATE ) CERTIFICATE OF
OF AUTHORITY TO PROVIDE LOCAL ) AUTHORITY
EXCHANGE SERVICES IN SOUTH DAKOTA ) TCO03-168

On August 25, 2003, the Public Utilities Commission (Commission) received an
application for a certificate of authority from IDT America, Corp. (IDT).

IDT proposes to offer facilities-based and resold local exchange
telecommunications services in Qwest territories. A proposed tariff was filed by IDT.

On August 28, 2003, the Commission electronically transmitted notice of the filing
and the intervention deadline of September 12, 2003, to interested individuals and entities.
No petitions to intervene or comments were filed and at its regularly scheduled January
6, 2004, meeting, the Commission considered IDT's request for a certificate of authority.
Commission Staff recommended granting a certificate of authority, subject to a continuous
$25,000 surety bond, and subject to rural safeguards. Commission Staff further
recommended a waiver of ARSD 20:10:32:03(11).

The Commission finds that it has jurisdiction over this matter pursuant to SDCL
Chapter 49-31, specifically 49-31-69 and ARSD 20:10:32:03. The Commission finds that
IDT has met the legal requirements established for the granting of a certificate of authority.
IDT has, in accordance with SDCL 49-31-71, demonstrated sufficient technical, financial
and managerial capabilities to offer telecommunications services in South Dakota.
Further, the Commission finds that there is good cause to waive subparagraph (11) of
ARSD 20:10:32:03.

The Commission approves IDT's application for a certificate of authority, subject to
a continuous $25,000 surety bond, and subject to rural safeguards. The certificate of
authority for IDT shall authorize it to offer local exchange services in South Dakota, except
in those areas served by a rural telephone company. In the future, should IDT choose to
provide local exchange services statewide, with respect to rural telephone companies, IDT
will have to come before the Commission in another proceeding before being able to
provide local service in that rural service area pursuant to 47 U.S.C. § 253(f) which allows
the Commission to require a company that seeks to provide service in a rural service area
to meet the requirements in 47 U.S.C. § 214(e)(1) for designation as an eligible
telecommunications carrier. In addition, the granting of statewide certification will not
affect the exemptions, suspensions, and modifications for rural telephone companies found
in 47 U.S.C. § 251(f). It is therefore

ORDERED, that IDT's application for a certificate of authority to provide local
exchange services is granted, subject to a continuous $25,000 surety bond; and it is



FURTHER ORDERED, that IDT shall file informational copies of tariff changes with
the Commission as the changes occur; and it is

FURTHER ORDERED, that the Commission shall authorize IDT to offer its local
exchange services in South Dakota, except in those areas served by a rural telephone

company; and it is

FURTHER ORDERED, that the Commission waives subparagraph (11) of ARSD

20:10:32:083.

Dated at Pierre, South Dakota, this __/ &ﬁ day of January, 2004.

CERTIFICATE OF SERVICE

The undersigned hereby certifies that this
document has been served today upon all parties
of record in this docket, as listed on the docket
service list, by facsimile or by first class mall, in
properly addressed envelopes, with charges
prepaid thereon.

By:

Date: / //é/ﬁé/
/ /

(OFFICIAL SEAL)

BY ORDER OF THE COMMISSION:

K - A ——

ROBERT K. SAHR, Chairman

/Q{;ﬁ%@(/mwj

GARY HANSON, Commissioner

™
o 5
T @/Z/// %

[@aés A. BURG, Commissio




SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted as of the date of the
Order Granting Certificate of Authority
Docket No. TC03-168

This is to certify that
IDT AMERICA, CORP.

is authorized to provide Jocal exchange services in nonrural areas in
South Dakota.

This certificate is issued in accordance with SDCL 49-31-69 and ARSD
20:10:32:03, and is subject to all of the conditions and limitations contained in-
the rules and statutes governing its conduct of offering telecommunications
services.

Dated at Pierre, South Dakota, this ZQ% day of January, 2004.

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

Moo &

ROBERT K. SAHR, Chgirman

NG P

GARY HANSON, Commissioner

«‘C)’? o7, /g

géM‘éS A. BURG, CommissW







